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The  Taxing  System 
In  Minnesota 


A  series  of  articles  upon  taxation  prepared  by  the 
Tax  Commission  and  published  in  many  of  the  leading 

newspapers  in  the  state; 


Being  substantially  Chapter  XVI  of  the  Third 

Biennial  Report 


OF  THE 


Minnesota  Tax  Commission 


1912 

St.  Paul,  Minnesota 


CHAPTEE  XVI 


TBX  TAXING  SYSTEM  Of  MINN180TA 

Nearly  five  years  of  study  and  experience  has  convinced  the  com- 
mission that  there  exists  throughout  the  state  a  surprising  lack  of 
knowledge  relative  to  our  present  methods  of  taxation,  as  well  as 
widespread  discontent  over  the  many  inequalities  resulting  from 
those  methods.  The  people  generally  realize  that  they  are  taxed 
but  comparatively  few  understand  how  they  are  taxed. 

Believing  that  a  broader  and  more  accurate  knowledge  of  the 
existing  methods  and  a  more  general  discussion  of  the  principle* 
of  taxation  by  the  people  at  large  must  necessarily  precede  any 
material  improvement  or  radical  reform  in  our  taxing  system,  the 
commission  determined  to  call  to  their  assistance  the  newspapers 
of  the  state  and  utilize  their  columns  for  the  dissemination  of  such 
information  as  might  be  deemed  of  value  to  the  taxpayers  of  the 
state.  It  accordingly  entered  into  correspondence  with  the  press 
of  the  state,  and  offered  to  prepare  and  furnish  a  series  of  articles 
upon  the  manner  in  which  taxes  are  levied  and  collected  in  this 
state  to  such  newspapers  as  would  be  willing  to  publish  the  same. 

Inasmuch  as,  the  commission  was  without  funds  which  it  could 
use  for  that  purpose,  it  was  distinctly  understood  that  such  services 
on  the  part  of  the  publishers  would  be  gratuitous,  purely  patriotic, 
and  for  the  public  good. 

Some  150  newspapers  in  different  parts  of  the  state  cheerfully 
accepted  the  proposition,  and  have  generously  given  their  space 
and  labor  to  the  circulation  of  information  which  it  is  believed  has 
been  both  interesting  and  profitable  to  their  readers,  and  will  do 
much  to  clarify  the  atmosphere  which  in  time  past  has  done  much  to 
mystify  and  befog  the  subject  of  taxation. 

The  series  of  articles  so  prepared  and  published  constitute  the 
contents  of  this  chapter,  and  are  given  substantially  in  the  form  in 
which  they  were  so  published.  » 

Preliminary 

It  is  the  purpose  to  present  to  the  readers  of  this  newspapCT,  in 

a  series  of  articles,  a  concise  and  accurate  statement  of  the  revenues 
raised  for  the  state  and  its  subdivisions,  the  methods  of  determining 


how  much  revenue  shall  be  raised,  the  purposes  to  which  it  is  put 
and  the  several  eonsecntive  steps  in  arriving  at  what  shall  be  each 
property  owner's  share  of  the  general  bnrden.  The  experience  of 
the  commission  in  the  four  years  of  its  Avork  has  convinced  it  that 
there  is  a  general  lack  of  information  on  all  these  points,  especially 
that  relating  to  the  assessment  of  real  and  personal  property.  Nor 
is  this  surprising  when  one  reflects  that  the  laws  relating  to  these 
matters  are  buried  in  the  statute  books,  consulted  only  by  those 
charged  with  their  administration,  while  the  mass,  to  whom  the 
statutes  are  not  accesidble,  remain  in«  ignorance  of  their  provisions. 
Generally  men  know  little  more  of  the  details  of  taxing  than  that 
an  assessor  visits  them  once  a  year  and  asks  searching  questions 
a^elative  to  their  property,  and  that,  once  or  twice  a  year,  they  g;o 
to  the  county  treasurers  to  pay  the  tax  levied  on  their  property.  It 
is  to  give  publicity  to  these  matters  that  these  articles  are  directed. 

They  will  be  made  as  brief  as  is  consistent  with  clearness  and 
with  their  relative  importance  in  the  system.  They  will  be  care- 
fully prepared  to  insure  accuracy  and  be  put  in  edmple  language. 
The  commission  hopes  and  expects  that  they  will  create  discussion 
by  both  the  editor  and  the  readers  of  this  newspaper  and  it  solicits 
their  opinions  both  on  the  articles  and  tiie  taxing  system.  It  vis 
only  by  such  means  that  reforms  are  ever  accomplished. 

The  commission  takes  this  opportunity  to  express  its  apprecia- 
tion of  the  public  spirit  of  the  editor  of  this  paper,  shown  by  his 
giving  of  valuable  space  without  other  compensation  than  the  satis- 
faction of  performing  a  valuable  public  service. 

Sources  of  Public  Bevenue 

The  state  of  ^Minnesota  derived  its  revenues  for  the  year  ending 
July  31,  191Q,  from  the  following  sources: 

Special  taxes  upon  corporations,  viz : 


Railroads  4%  upon  gross  earnings   ?4,458,91L59 

Telephones,  3%  upon  gross  earnings   163,258.64 

Express  companies,  6%  upon  gross  earnings   37,011.82 

Past  freight  lines,  6%  upon  gross  earnings   4,753.13 

Insurance  companies,  2%  upon  gross  premiums   382,419.36 


Total   $5,046,354.54 

Other  special  taxes^  viz : 

Telegraph  companies    $21,916.10 

Sleeping  car  companies   7,361.64 

Vessel  tonnage   21,814.03 

Inheritance  tax  :   508,881.91 

LiQuor  Ucrases   53,7^*69 
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Mortgage  registry  tax   43,199.00 

Total  ^ . . . .  1656,926.87 

From  general  property  tax...'   13.263,829.29 

Making  the  total  amount  derived  from  all  sources  by  tax- 
ation   18,957,110.20 

In  addition  to  the  foregoing  amounts  the  state  also  received 
during  said  fiscal  year,  the  following  amounte  from  the  following 

sources,  viz : 

State  institutions  *    $2,674,040.58 

Mineral  leases   ;   327,152.42 

Principal  and  interest  on  state  loans   676,107.73 

Priacipal  and  Interest  on  state  lands  sold   580,174.00 

Interest  on  deposits  and  invested  fimds....   329,768.08 

Prison  building  fund   425,000.00 

State  drainage  bonds   313,353.83 

Stumpage    319,224.88 

Bonds  redeemed    ,  250,000.00 

Miscellaneous  receipts   2,211.61 

Making  the  total  receipts  of  the  state  for  the  fiscal  year  euding 
July  31,  1910,  $14,810,944.33. 


The  Oeiml  Praperty  Tax 

The  main  reliwce  of  the  minor  divisions  of  the  state,  and,  to  a 

less  extent,  of  the  state  itself,  is  upon  what  is  termed  the  general 
property  tax''  levied  directly  upon  the  real  and  personal  property 
in  the  state.  The  theory  of  Ihis  tax  is  that  every  person  should 
bear  his  just  share  of  the  public  expenses,  and  that  his  ability  to 
bear  it  is  proportioned  to  the  value  of  his  real  and  personal  prop- 
erty. This  has  been  the  theory  upon  which  this  kind  of  taxation  has 
been  based  since  the  state  was  oi|;anized. 

In  the  table  given  in  the  report  of  the  tax  commission  for  1910 
is  the  following  statement  of  the  taxes  raised  in  1909  and  the 
uses  to  which  they  were  applied: 

State  taxes :  For  revenue  and  other  purposes  there  was  levied 
$1,742,743.19;  schools  and  university,  $1,364,256.34;  interest  and 
principal  on  state  loans,  $539,658.71;  making  a  total  of  $3,646,- 

County  taxes:  For  revenue,  $3,451,650.20;  roads  and  bridges, 
$869,940.75 ;  poor,  $357,826.26 ;  bonds  and  interest,  $550,083.73;  other 
Special  taxes,  $594,462.95 ;  making  a  total  of  $5,823,963.89, 

City  and  village  taxes:  For  revenue,  $4,970,153.92;  roads  uid 
bridges,  $434,785.08;  poor,  $247,584.52 ;' bonds  and  interest,  $1,- 


477,230.93;  local  assessments,  $1,461,326.49;  other  special  taxes,  $1,- 
146,324.51 ;  making  a  total  of  $9,737,405.45. 

Township  taxes:  For  revenue,  $687,931.68;  roads  and  bridges, 
$01,394,313.65 ;  poor,  $62,189.67 ;  bonds  and  interest,  $92,63714 ;  de* 

linquent  road,  $365,461.77;  other  special  taxes,  $167,478.62;  mak- 
ing a  total  of  $2,770,012.53. 

For  school  district  taxes:  Local  1  mill  tax, ^1,105,026.98 ;  bonds 

and  interest,  $180,200.37.;  other  special  taxes,  $7,550,402.69;  mak- 

ing  a  total  of  $8,835,630.04. 

The  grand  total  of  taxes  on  land  and  personal  property  was 
$30,813,670.15.  In  addition,  the  mnnieipalilies  derived  revenue 
from  indirect  sonrces,  such  as  liqnor  licenses,  not  included  in  the 

above.  It  may  be  worth  noting  that  approximately  10  per  cent 
of  this  total  was  used  to  pay  interest  and  principal. 

Assessment  of  Beal  and  Personal  Property 
The  AMMSor 

What  the  keel  of  a  ship  is  to  the  superstructure,  the  assessor  is 
to  the  entire  system  of  taxing  real  uid  personal  property.  The 
humblest  official  in  the  system,  he  is  the  most  powerful  in  producing 
its  results.  A  detailed  statement  of  what  the  law  requires  this 
official  to  do  is  essential  to  an  understanding  of  the  system. 

Assessors  in  towns  and  villages,  except  where  charters  provide 
otherwise,  are  elected  in  the  odd  numbered  years  for  two  years,  and 
are  entitled  to  $2  a  day  for  each  day  of  actual  service,  though  at 
any  town  meeting  and  before  officers  are  elected,  the  pay  may  be 
increased  one-half.  Before  entering  upon  their  duties  the  assessors 
are  required  to  file  with  the  county  auditor  an  oath  of  office  and  a 
bond  in  the  sum  of  $500  conditioned  upon  the  diligent,  faithful 
and  impiurtiar'  perfomumee  of  tiieir  duties. 

On  the  last  Thursday  in  April  the  assessors  in  each  county  meet 
with  their  county  auditor  to  receive  the  assessment  books  and  list- 
ing blanks,  and  '^confer  with  the  auditor  relative  to  the  perform- 
ance of  their  duties.''  On  May  1  they  begin  l^eir  work  which  must 
be  completed  by  tiie  fourth  Monday  of  June.  This  gives  them  this 
year  44  days,  Sundays  and  holidays  excepted,  in  which  to  make 
the  assessment. 

Beal  estate  is  assessed  every  even  numbered  year,  and  personal 
property  every  year,  both  being  assessed  and  valued  as  of  May  1. 

lu  assessing  land  the  law  requires  the  assessor  when  practicable, 
to  actually  view  each  tract,  and  lot,  and  to  value  the  Ijmd  and  struc- 
tures separately. 


Preparatory  to  assessing  personal  property  the  assessors  make 
a  list  of  the  names  of  all  persons  in  their  cUstriets  liable  to  assess- 
ment. The  assessor  is  required  to  call  upon  each  of  them  at  his 
residence  or  office,  present  him  with  a  blank  for  listing  his  property 
and  require,  him  to  enter  upon  it  the  quantity  of  property  owned 
by  him  in  any  of  the  30  classes  in  the  list  The  assessor,  not  the 
owner,  is  required  to  determine  and  fix  the  true  value  of  all  items 
of  property  in  such  classes."  Even  if  the  owner  should  enter  the 
value  and  verify  the  list  the  assessor  is  not  required  to  accept  it 
but  must  put  his.HOwn  estimate  of  value  on  the  property.  If  the 
owner  refuses  to  list,  the  assessor  shall  list  the  property  according 
to  his  best  information.  If  he  suspects  that  the  owner  is  not  disclos- 
ing all  his  property  he  may  put  him  on  oath  and  examine  him 
relative  to  it.  If  the  person  refuses  to  be  sworn  the  assessor  enters 
that  fact  on  his  book.  The  law  authorizes  the  assessor  to  enter  any 
dwelling,  building  or  structure  when  necessary  to  the  proper  per- 
formance of  his  duties  and  view  the  same  and  the  property  therein. 

Under  the  ''money  tod  credits"  act  of*  1911  the  assessor  shall 
require  the  person  making  the  list  to  verify  it  with  his  oath.  He 
shall  receive  the  list,  except  as  to  valuation,  as  true  unless  when 
requested  the  person  listing  shall  refuse  to  answer  on  oath  all  rea- 
sonable questions  as  to  tibie  nature  and  amount  of  his  money  and 
credits.  The  assessor  is  forbidden  to  disclose,  under  a  penalty  of  a 
fine  of  not  less  than  $100  nor  more  than  $500,  the  contents  of  any 
list  of  money  and  credits.  If  any  person  fail  to  make  and  give  him 
the  required  list  the  assessor  mB,y  estimate  the  amount  and  value 
and  add  50  per  cent  as  a  penalty.  He  is  to  enter  the  money  and 
credits  items  either  in  a  separate  book  or  in  a  supplement  to  the 
assessment  book. 

Ten  days  before  the  fourth  Monday  in  June  the  assessor  shall 
post  notices  of  the  meeting  of  the  board  of  review.  By  the  first 
Monday  in  July  he  must  total  the  columns  of  entries  in  his  book 
of  the  several  classes  of  property  and  make  from  the  totals  a 
tabular  statement  of  their  aggregate.  To  his  assessment  book  he 
appends  his  affidavit  and  delivers  the  same  together  with  the  listing 
sheets  to  the  county  auditor  who  gives  to  him  a  certificate  that 
the  assessment  conforms  to  the  law,  if  such  be  fact.  Without 
such  certificate  the  assessor  caunot  get  his  pay« 

Reviewing  the  Assessments 

Tery  evidently  the  legislative  mind  did  not  trust  solely  to  the 
performance  by  the  local  assci^or  of  his  duties  in  a  ''diUgent,  faith- 
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fa!  and  impartial"  manner.  It  doubtless  had  in  mind  the  frailties 
of  human  nature  that  militate  against  sueh  performance  of  duties, 
as  well  as  the  possible  inaccuracy  of  judgment  in  valning  real  and 
personal  property. 

So  it  set  over  the  assessor  a  hoard  of  review  composed  of  the 

town  board  of  each  town,  the  assessor,  clerk  and  president  of  each 
vjilage,  and  the  assessor,  clerk  and  mayor  of  each  city,  except  as 
to  those  cities  whose  charters  provide  otherwise.  In  fourth  class 
cities,  except  those  whose  charters  provide  a  board  of  equalization, 
the  board  consists  of  the  mayor,  clerk  and  board  of  aldermen.  The 
function  of  these  several  boards  is  to  equalize  assessments  as  be- 
tween individual  property  owners  of  their  respective  districts;  to 
raise  or  lower  assessments  and  to  add  to  the  lists  property  that 
the  assessor  may  have  overlooked  and  fix  its  value.  If  an  assess* 
ment  is  raised  the  owner  is  entitled  to  notice  and  a  hearing,  or  if 
any  owner  feels  aggrieved  he  may  be  heard  and  such  correction 
made  9s  the  hoard  may  deem  just. 

These  several  boards  meet  at  the  office  of  the  clerk  of  the  town 
or  district  on  the  fourth  Monday  in  June.  They  may  sit  until  the 
first  Monday  in  July,  giving  them  six  working  days  with  pay  at 
$3  a  day,  though  in  fourth  class  cities  the  pay  of  the  board  is  limited 
to  three  days  in  each  year.  By  the  latter  date  the  assessors  must 
return  their  books  and  listing  sheets  to  the  county  auditoi:. 

Residents  of  the  district,  if  they  would  have  their  assessments 
corrected,  must  appear  before  the  local  board  of  review,  but  non- 
residents m&y  have  their  assessments  reviewed  by  the  county  board 
of  eqnaHzation. 

These  assessors  and  boards  of  review  are  local,  their  members 
chosen  by  their  fellow  citizens,  and  subject  to  local  influences. 
But  it  is  upon  the  faithful  discharge  of  their  duti^  that  thie  tax- 
payers of  the  districts  must  rely  for  a  fair  and  equitable  assess- 
ment as  between  themselves.  Resident  taxpayers  should  imder- 
stand  that  their  local  board  of  review  is  the  place  for  them  t^^ 
have  tiieir  assesiEmaiente,  if  deemed  unjust,  corrected. 

The  County  Board  of  Equalization 

The  preceding  article  explained  the  methods  of  equalizing  as- 
sessments between  individual  taxpayers  by  local  boards  of  review. 
The  next  step  in  the  reviewing  process  contemplates,  chiefly,  the 

equalization  of  assessments  between  taxing  districts  in  the  same 
county,  and  this  duty  is  committed  to  the  county  board  of  equaliza- 


tion.   This  board  is  not,  however,  limited  to  action  on  the  district 

assessments  but  may  change  individual  assessments  where  neces- 
^y. 

The  county  board  of  equalization  is  composed  of  the  county 
commissioners  and  the  county  auditor.  It  meets  annually  on  the 
third  Monday  in  July  at  the  auditor's  office.  Having  taken  an 
oath  to  '^fairly  and  impartially"  perform  their  duties  the  board 
proceeds  to  ''examine  and  compare  the  returns  of  the  assessment 
of  property  of  the  several  towns  or  districts  and  equalize  the  same, 
so  that  each  tract  or  lot  of  real  proper^,  and  each  article  or  class 
of  personal  property,  shall  be  entered  on  the  assessment  list  at  its 
true  and  full  value.''  /  " 

The  board  may  raise  the  valuation  of  tracts  of  real  property 

if  deemed  too  low,  or  reduce  them  if  considered  too  high.  It  may 
also  raise  the  aggregate  valuation  of  the  real  property  of  the  en- 
tire county  or  any  district  of  the  county  by  percentage  increases, 
but  cannot  reduce  the  aggregate  below  the  aggregate  valu^  re- 
turned by  the  assessors. 

The  board  may  raise  the  valuation  of  each  class  of  personal 

property  if  deemed  too  low,  and  also  the  aggregate  value  of  per- 
sonal property  of  individuals  or  corporations  if  assessed  at  less 
than  its  true  value.  It  may  also  reduce  the  assessed  value  of  each 
class  of  personal  property  when  in  its  judgment  it  is  assessed  too 
high,  but  it  cannot  reduce  the  personal  property  assessment  of 
individuals  except  in  the  case  of  non-residents  of  the  district  in 
which  ike  property  is  assessed,  nor  can  it  reduce  the  aggr^ate 
value  of  personal  property  below  the  amount  returned  by  the 
assessors.  Before  increasing  the  assessed  value  of  tracts  of  real 
property  or  individual  assessments  of  personal  property  notice 
must  be  given  to  the  interested  parties  if  reiddents  of  the  county. 

The  board  may  continue  in  session  four  weeks.  The  members 
are  paid  $3.00  per  day  and  10  cents  a  mile  travel  pay,  except  that 
they  shall  not  be  paid  for  more  than  10  days'  service  or  mileage 
for  more  than  one  session.  Boards  in  counties  of  more  than  150,* 
000  population  are  excepted  from  this  limitation. 

-The  auditor  is  required  to  keep  a  record  of  tibe  proceedings  of 
the  board  and  to  publish  the  same.  After  the  adjournment  of  the 

board  he  is  required  to  calculate  the  changes  ordered  by  the  board 
and  to  make  corrections  accordingly  and  to  transmit  an  abstract 
#f  the  assessment  to  the  Minnesota  tax  commission  on  or  before 
the  fourth  Monday  in  August. 
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Equalization  by  Tmx  CommiMion 

All  of  the  powers  formerly  vested  in  the  state  board  of  equaliza- 
tion are  now  exercised  by  the  Minnesota  tax  commisaion.  Broadly 
stated  the  prineipal  duty  of  the  commission  so  far  as  equalization 
is  concerned  is  to  equalize  the  assessed  valuation  of  real  and  per- 
sonal  property  as  between  the  counties  of  the  state. 

The  commission  sitting  as  a  board  of  equalization  meets  an- 
nually on  the  second  Tuesday  of  September  and  must  complete  its 
work  before  the  first  ^Monday  of  January  following. 

The  law  gives  to  the  commission  powers  as  a  board  of  ejiuali^ 
lion^  viz: 

First.  To  raise  or  lower,  as  to  them  may  seem  just,  the  aggre- 
gate valuation  of  real  estate  in  any  town,  village,  city  or  county 
by  adding  to  or  deducting  therefrom  such  per  cent  as  will  in  their 
judgment  put  the  same  upon  an  equality  with  like  property  in 
the  other  counties  of  the  state. 

Second.  To  raise  or  lower  the  assessed  valuation  of  any  tract 
or  lot  of  real  property  in  any  town,  village  or  city  to  an  equality 
with  like  property.  In  ease  oi  a  raisey  however^  nolice  of  their  in- 
tention and  of  a  time  and  place  of  hearing  must  £rst  be  given  by 
mail. 

Third.    To  raise  or  lower  the  aggregate  valuation,  of.  aity  clasts 

_  '** 

of  personal  property  in  any  county,  town,  village  or  city  by  adding 
to  or  deducting  from  the  same  such  per  cent  as  will  in  their  judg- 
ment put  the  same  upon  an  eqjiality  with  like  property  in  the 
state. 

Fourth.  To  raise  or  lower  the  personal  property  asseseonent  of 
individuals,  firms  or  corporations  as  returned  by  the  county  boards 
of  equalization  which  they  may  believe  to  be  undervalued  or  over- 
valued. But  in  ease  of  a  raise  notice  of  their  intention  and  of  a 
time  and  place  for  hearing  must  fmsit  be  given  to  such  persons. 

In  addition  to  the  above  the  commission  has  many  other  powers 
relating  to  the  assessment  of  property  which  will  be  more  fully 
treated  in  a  subsequent  article. 

Equalization  by  Reassessment 

In  the  preceding  article  the  authority  vested  in  the  tax  eomr 
mission,  sitting  as  a  state  board  of  equalization,  to  raise  or  lower 

the  assessed  value  of  real  and  personal  property  was  fully  explained. 
In  addition  to  these  powers,  the  commission  may  also  equalize  as- 
sessm^ts  by  fusing  a  reassessment  to  be  made  of  real  and  per- 
sonal property,  or  any  class  of  personal  property  in  any  taxing  dis- 
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trict  of  the  state.  Sueli  r^&ssessiiients  may  be  ordered  on  verified 
eomplaint  or  by  tiie  commission  on  its  own  motion,  and  may  in- 
clude all  or  any  of  the  real  or  personal  property  in  any  district. 

When  a  reassessment  of  a  district  is  decided  upon  the  tax  com- 
ni^on  appoints  a  special  assessor  and  Buch  deputies  as  may  be 
necessary  to  make  such  reassessment.  The  special  assessor  and 
deputies  need  not  be  residents  of  the  district  or  county  wherein 
the  reassessment  is  to  be  made,  but  must  be  citizens  of  the  state. 

The  special  assessor  proceeds  to  make  a  new  assessment  of  the 
property  ordered  reassessed,  and  when  completed,  makes  verified 
returns  of  the  same  to  the  tax  commission.  The  reassessment  so 
returned  is  equalized  by  the  tax  commission  in  ord^  to  make  it 
substantially  conform  with  like  property  in  the  same  eoimty,  or 
throughout  the  state.  A  verified  copy  of  the  reassessment  is  then 
transmitted  to  the  county  auditor  of  the  county  wherein  such  re- 
assessment was  made  and  becomes  the  official  ass^ment,  super- 
seding the  original  assessment  made  by  the  regular  awessor. 

Any  person  feeling  himself  aggrieved  by  an  assessment  so  made 
against  him  or  any  property  owned  by  him  may  appeal  to  the 
district  court  of  the  county  in  which  such  assessment  was  made. 
The  procedure  in  an  appeal  is  very  simple.  The  aggrieved  party 
files  a  notice  of  such  appeal  with  the  county  auditor  within  30  days 
after  the  making  of  such  assessment,  specifying  the  grounds  upon 
which  the  appeal  is  luade,  and  it  at  once  becomes  effective.  The 
appeal  is  heard  and  determined  by  the  district  court  in  the  same 
manner  as  other  tax  matters  are  tried  and  determined. 

The  compensation  paid  special  assessors  and  d^uties  is  fixed  by 
the  tax  commission.  The  expense  of  making  a  reassessment  is 
certified  to  the  state  auditor  and  is  paid  out  of  the  state  treasury 
in  the  first  instance  but  in  the  end  the  district  reassessed  pays  the 
expense.  The  state  auditor  notifies  the  county  auditor  of  the 
amount  of  such  expense  ai^d  the  latter  levies  a  tax  on  all  of  the 
taxable  property  of  the  district  wherein  such  reassessment  was 
made,  and  when  collected,  it  is  paid  into  the  state  treasury. 

The  authority  to  cause  xeassessments  to  be  made  is  one  of  the 
most  important  powers  vested  in  the  tax  commission.  It  permits 
the  commission  when  any  considerable  amount  of  property  has 
been  omitted  from  the  tax  rolls  in  any  district,  or  if  assessed,  it  has 
been  undervalued  or  overvalued,  to  correct  the  injustice  by  order- 
ing a  reassessment  of  such  district.  While  undervaluation  or  over- 
valuation may  be  corrected  by  equalization,  omitted. property  can 
only  be  effectively  reached  by  reassessment. 
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TaxM,  How  and  by  Whom  Levied 

The  law  provides  that  all  taxes  shall  be  levied  or  voted  in 
speeific  amounts,  and  the  rate  per  cent  shall  be  determined  from 

the  amount  of  property  as  equalized  by  the  tax  commission  each 
year,  except  such  general  taxes  as  may  be  definitely  fixed  by  law. 

Five  different  official  bodies  have  to  do  with  fixing  the  amount 
of  the  tax  levy  each  year— the  state,  the  connigr,  the  town,  village 
or  city,  and  the  school  district. 

The  state  rate  for  general  revenue  purposes  is  determined  by 
the  legislature  and  may  vary  from  year  to  year  according  to  the 
needs  of  the  state,  the  levy  for  such  purpose  this  year  being  1.9 
mills.  The  total  state  levy  this  year  for  all  purposes,  including  the 
one  mill  school  tax,  is  3.88  mills. 

Goimty  taxes,  except  as  otherwise  provided  in  ease  of  counties 
having  more  than  150,000  population,  are  levied  by  the  county 
board  at  its  meeting  in  July  of  each  year,  and  are  based  upon  an 
itemized  statement  of  the  estimated  expenses  for  the  ensuing  year, 

-which  statem^t  must  be  included  in  the  published  proceedings 

■ 

of  the  board. 

CTty  and  village  taxes  are  determined  by  the  local  authorities 
in  accordance  with  the  methods  prescribed  in  their  charters. 

The  amount  of  taxes  to  be  raised  for  town  purposes  is  deter* 
mined  by  the  voters  at  the  annual  town  meeting. 

School  taxes,  except  in  districts  organized  under  special  laws, 
are  determined  by  the  voters  at  the  annual  meeting. 

The  amounts  of  the  different  taxes  so  determined  must  be  certi- 
fied to  the  county  auditor  on  or  before  October  10  of  each  year. 
The  coimty  auditor  then  computes  the  rate  necessary  to  produce  the 
required  revenue  and  makes  the  levy  accordingly. 

There  are,  however,  certain  limitations  on  the  amount  of  taxes 
that  may  be  levied  for  different  purposes  in  any  one  year. 

Except  where  county  commissioners,  township  supervisors  or 
corporate  authorities  of  any  city,  town,  village  or  school  district 
are  authorized  by  special  law  to  levy  any  tax,  the  anljounts  that 
may  be  levied  are  limited  as  follows : 

Counties  whose  taxable  valuation  is  $1,000,000  or  more,  may  not 
levy  taxes  in  excess  of  5  mills  for  general  revenue  purposes,  and 
comities  having  a  less  valuation  not  in  excess  of  $5^00,  or  exceed- 
ing a  rate  of  1  per  cent. 

Town  taxes  for  revenue  purposes  shall  not  exceed  2  mills  where 
the  valuation  is  $100/)00  or  more,  nor  more  than  $150  where  the 
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vahiation  is  less  than  $100,000,  and  then  not  to  exceed  one-half  of  1 
per  cent.  But  towns  may  levy  taxes  for  roads  and  bridges  not 
to  exceed  10  mills  on  the  dollar,  and  for  support  of  poor  not  in 
excess  of  5  mills  on  the  dollar. 

School  districts,  in  addition  to  the  general  1  mill  tax,  may  levy 
a  tax  not  in  excess  of  15  mills  for  support  of  schools  and  1  per  cent 
for  erection  of  school  houses. 

The  OoUection  of  Taxes 

As  explained  in  the  preceding  article,  the  county  auditor  com- 
putes the  rate  of  levy  necessary  to  produce  the  aggregate  amount 

of  money  required  by  the  four  separate  taxing  authorities,  and  ex- 
tends the  tax  against  each  description  of  land  and  each  individual 
assessed  for  personal  property. 

The  auditor  makes  a  separate  tax  list  for  each  taxing  district 
of  the  county  showing  ownership  and  description  of  property,  with 
columns  for  the  valuation  md  for  tiie  various  items  of  taxation 
included  in  the  total. 

The  tax  lists  are  turned  over  to  the  county  treasurer  by  the 
auditor  on  or  before  the  first  Monday  in  January  of  each  year,  and 
the  treasurer  proceeds  to  receive  and  collect  the  taxes  therein 
levied. 

On  receiving  the  tax  lists  from  the  auditor  the  treasurer,  if 
directed  by  the  county  board,  is  required  to  give  three  weeks'  pub- 
lished notice  in  a  newspaper,  specifying  rate  of  taxation  for 
all  purposes,  and  the  amounts  raised  for  each  specific  purpose. 
He  may  also  be  directed  by  the  county  board  to  visit  different 
places  in  the  county  for  the  purpose  of  receiving  taxes. 

Personal  property  taxes  become  due  and  payable  on  and  after 
the  delivery  of  the  tax  lists  to  the  treasurer,  and  if  not  paid  before 
March  1,  they  become  delinquent  and  a  penalty  of  10  per  cent  is 
added. 

Taxes  on  real  estate  also  become  due  and  payable  on  delivery 

of  the  tax  lists  to  the  county  treasurer,  and  if  not  paid  before 
June  1,  a  penalty  of  10  per  cent  is  added ;  and  if  such  taxes  remain 
unpaid  imtil  January  1  following,  an  additional  penalty  of  5  per 
cent  is  added. 

The  law,  however,  permits  the  payment  of  real  estate  taxes  in 
two  installments — one-half  prior  to  June  1,  and  the  remaining  one- 
half  any  time  prior  to  Npvember  1,  provided  that  the  taxes  charged 
against  any  tract  or  lot  of  land  exceeds  me  dollar. 
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upon  payment  of  any  tax,  the  treasurer  is  required  to  issue  his' 

receipt  therefor,  showing  the  name  of  the  person,  the  amount  and 
date  of  payment,  and  the  land,  lot,  or  other  property  on  which  the 
tax  was  levied,  md  the  year  or  years  for  wMeh  sueh  levy  was 
made. 

Personal  property  taxes  are  assessed  against  the  person  and  not 
against  the  property,  while  real  estate  taxes  are  assessed  against 
the  properly  and  not  agunst  the  person.  If  personal  property 
taxes  become  delinquent  collection  is  enforced  against  the  person 
assessed  by  distress  and  sale  of  any  personal  property  he  may 
own,  while  the  collection  of  delinquent  real  estate  taxes  is  enforced 
by  the  sale  of  the  property  assessed. 

The  next  article  will  explain  the  provisions  of  law  relating  to 
the  collection  of  delinquent  real  and  personal  property  taxes. 

The  CtolleetiaB  of  DeUnquent  Taxis 

Eeal  estate  taxes  become  delinquent  on  June  1,  and  personal 
property  taxes  on  Mareh  1  of  each  year.  If  not  paid  before  these 
dates  a  penalty  of  10  per  cent  is  added,  and  any  county  treasurer 
who  accepts  payment  of  the  taxes  without  including  the  penalty 
becomes  personally  liable  for  the  amount  of  the  penalty. 

The  eolieetion  of  delinquent  real  estate  taxes,  as  explained  in 
the  preceding  article,  is  enforced  against  the  property  assessed, 
and  personal  property  taxes  against  the  person  assessed. 

In  the  case  of  delinquent  real  estate  taxes,  on  or  before  Feb- 
ruary 1  in  each  year  the  county  auditor  files  with  the  elelrk  of  the 
district  court  a  list  of  all  tracts  of  lands  or  lots  on  which  taxes 
are  delinquent  which  list  has  the  effect  of  a  complaint  in  an  ac- 
tion by  the  county  against  each  tract  or  lot  on  the  list. 

Five  days  thereafter  the  elerk  returns  a  copy  of  sueh  list,  to- 
gether with  a  citation  to  all  persons  interested  to  show  cause  why 
judgment  should  not  be  entered  against  each  tract  or  lot  of  land. 
Publication  of  the  notice  and  list  is  made  by  the  county  auditor, 
and  20  days  after  the  expiration  of  the  notice  the  clerk  enters 
judgment  against  each  tract  or  lot  as  to  which  no  defense  is  made 
for  the  taxes,  penalties  and  costs. 

On  the  first  Monday  in  May  following,  the  county  auditor  sells 
at  public  vendue  all  tracts  of  land  against  which  judgment  has 
been  entered,  first  giving  10  days'  notice  thereof.  Each  tract  or 
lot  is  Boid  separately  and  a  certificate  of  sale  issued  to  the  pur- 
diaser.  Three  ye«rs  thereafter,  unless  the  land  be  redeemed,  the 
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purchaser  of  the  tax  certifieate  or  the  assignee,  upon  complying 
with  certain  legal  requirements,  becomes  the  absolute  otmer  of  the 

property. 

In  the  case  of  delinquent  personal  property  taxes,  the  county 
treasurer  is  required  on  the  fifth  secular  day  of  April  to  file  with 
the  clerk  of  ]fche  district  court  a  list  of  all  personal  property  taxes 
remaining  unpaid  on  April  1,  and  10  days  later,  the  clerk  of  the 
court  issues  warrants  to  the  sheriff  of  the  county  directing  him  to 
proceed  to  collect  the  same  by  the  seizure  and  sale  of  any  per- 
sonal property  owned  by  the  delinquent. 

Any  person  whose  name  is  embraced  in  the  delinquent  list 
may  on  or  before  April  15  file  an  answer  with  the  clerk  of  eourt, 
verified,  as  pleadings  in  civil  actions,  setting  forth  his  defense  or 
objection  to  the  tax  or  penalty,  and  thereafter  the  issue  raised  is 
heard  and  determined  by  the  district  court- 

If  the  sheriff  for  any  reason  is  unable  to  collect  the  delinquent 
personal  property  tax  assessed  against  any  person  he  is  required 
to  report  such  failure  to  the  clerk  of  the  district  court  on  June  1 
following.  Ten  days  later  the  clerk  files  the  list  of  delinquents 
with  the  county  treasurer,  who  in  turn  files  it  with  the  county 
board. 

The  county  board  examines  the  list  of  delinquents,  and  may 
cancel  such  taxes  as  it  deems  cannot  be  collected.  The  names  of 
those  against  whom  the  taxes  have  been  cancelled^  as  well  as  the 
names  of  those  remaining  on  the  revised  delinquent  list,  must  be 

published  in  the  official  proceedings  of  the  board. 

Citations  are  then  issued  to  ihe  delinqumts  requiring  them  to 
diow  cause  at  the  next  term  of  the  district  eourt  why  they  should 

not  pay  such  taxes,  penalties  and  costs.  If  they  fail  to  pay  or 
answer,  judgment  is  entered  against  them*  Execution  may  be  is- 
sued upon  the  judgment  agunst  any  property  owned  by  them  in 
^e  same  manner  as  provided  by  law  in  case  of  executions  upon 
judgments  in  civil  actions. 

Taxation  of  Money  and  Credits 

Money  and  credits  have  always  been  subject  to  taxation  in 
Minnesota.  Prior  to  1911  the  state  attempted  to  tax  such  projierty 
on  the  same  basis  and  at  the  same  rate  as  other  classes  of  personal 
property,  but  never  succeeded  in  getting  even  a  reasonable  per- 
^tage  of  it  on  the  tax  rolls. 

The  nature  of  the  property  is  such  that  it  can  be  easilj'  con- 
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eealed.  In  1910  the  total  amount  of  this  class  of  property  listed  for 
tucation  was  less  l^an  $14,000,000,  m  xmomA  eonservatiyely  esti- 
mated to  be  less  than  3  per  cent  of  the  actual  value  of  such  property 
owned  in  the  state. 

Realizing  the  impossibility  of  getting  siieh  property  on  the  tax 
rolls  under  existing  laws,  the  legislature  in  1911  passed  a  law  im- 
posing a  flat  rate  of  three  mills  on  the  dollar,  or  thirty  cents  on  each 
hundred  dollars  of  valuation,  such  tax  to  be  in  lieu  of  all  other 
taxes  on  this  class  of  property. 

The  new  law,  known  as  chapter  285,  Laws  of  1911,  provides  that 
such  property  shall  be  listed  and  valued  on  a  separate  listing  blank 
and  shall  include  "money  and  credits"  as  defined  in  the  Revised 
Laws  of  1905. 

"Money"  means  all  money  owned  by  a  person  whether  in  hand 
or  on  deposit  in  a  bank  in  this  or  some  other  state. 

"Credits"  include  all  book  accounts,  bills  receivable,  mortgages 
and  land  contracts  not  recorded  in  this  state,  promissory  notes, 
bonds,  rents,  annuities,  and  all  other  claims  or  demands  for  money 
or  other  valuable  thing. 

The  assessment  is  to  be  made  at  the  fair  cash  value  of  the  prop- 
erty, and  not  at  a  pereent^tge  of  such  value.  Debts  cannot  be  de- 
ducted from  credits. 

The  law  requires  each  person  subject  to  the  tax  to  m^e  a  sworn 
return  of  his  money  and  credits  on  the  listing  blank  furnished  him 
by  the  assessor.  Such  return  must  be  made  on  or  before  Jme  1. 

The  assessor  is  required  to  accept  the  items  of  such  list  as  true, 
unless  the  person  making  the  return  refuses  to  answer  on  oath  all 
reasonable  and  necessary  inquiries  as  to  the  nature  and  amount  of 
his  property  taxable  under  this  law.  The  assessor  may,  however, 
place  his  own  valuation  on  the  property  so  listed  when  in  his  judg- 
ment the  valuation  returned  by  the  owner  is'  not  the  true  and  full 
value  of  the  property. 

If  any  person  subject  to  the  tax  refuses  or  neglects  to  make  a 
return  as  provided  for  in  the  law,  the  assessor  is  required  to  make 
an  arbitrary  assessment  against  such  person  based  upon  the  best  in- 
fwmation.he  can  obtain,  and  then  add  50  per  cent  to  the  valuation 
as  a  penalty  for  such  refusal  or  neglect. 

In  making  an  arbitrary  assessment  the  law  does  not  require  the 
assessor  to  have  exact  knowledge  of  the  value  of  the  property;  he 
is  authorized  to  make  the  assessment  upon  "his  best  information 
and  belief"  and  in  such  eases  he  must  impose  the  penalty.  If  the 
assessor  should  overvalue  any  of  the  items  of  the  property  the  per- 
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am  agiunst  whom  the  assessment  is  made  is  not  entitled  to  any 
relief,  unless  tiie  aggregate  of  such  assessment  is  excessive. 

If  a  person  was  assessed  for  this  class  of  property  last  year  and 
fails  to  make  a  return  this  year,  the  assessor  is  required  to  make  an 
arbitrary  assessment  and  cannot  fix  the  amount  at  less,  but  may 
make  it  more,  than  the  amoimt  legally  assessed  i^ainst  such  per- 

son  last  year. 

Even  though  a  person  claims  that  he  does  not  own  any  of  this 
class  of  property  he  should  neyertheless  return  his  list  to  the  as- 
sessor setting  out  such  fact  duly  sworn  to.  . 

tlie  1911  Changes  in  Money  uid  Credit  Laws 

In  1911,  as  explained  in  the  preeedii^  article,  a  somewhat  radi- 
cal change  was  made  in  the  method  of  listing  and  assessing  money 
and  credits  in  this  state.  For  more  than  50  years  Minnesota  had 
bcOT  trying  to  reach  such  property  for  purposes  of  taxation  with 
tiie  same  macUnery  and  in  the  same  maimer  as  we  taxed  tangible 
personal  property.  Our  experience  was  not  materially  different 
from  that  of  other  states  and  countries  that  had  followed  the  same 
methods — at  no  time  did  we  ever  get  more  than  a  fraction  of  such 
property  on  the  tax  roUs. 

Two  causes  have  largely  contributed  to  our  failure  to  reach  this 
class  of  property  for  purposes  of  taxation — the  intangible  nature 
of  the  property  md  ihe  high  rate  of  taxation  that  prevailed  in  most 
of  the  taxing  districts  of  the  state. 

Such  property,  known  as  intangible  personal  property,  can  be 
easily  concealed,  because,  unlike  live  stock,  or  manufactured  goods, 
or  the  goods  and  wares  of  a  merchant,  it  is  not  sii^eeptible  to  the 
touch  or  eye  of  taxing  officials  and  cannot  be  appraised  with  the 
same  degree  of  accuracy  as  tangible  personal  property.  For  this 
reason  we  are  compelled  to  rely  largely  on  the  declaration  of  the 
owner  as  to  the  value  of  his  property  of  this  character. 

Experience  in  this  and  every  other  state  has  demonstrated  that 
when  a  tax  rate  consumes  more  than  10  per  cent  of  the  income 
from  this  class  of  property  it  will  not  be  vcduntarily  listed  for  taxa- 
tion. The  tax  rates  vary  in  different  taxing  districts  of  this  state 
from  about  IV2  per  cent  to  more  than  10  per  cent,  the  average  for 
the  state  this  year  being  nearly  3  per  cent.  This  means  that  in 
some  districts  the  taxes  on  credits  would  amount  to  more  than  the 
entire  income  from  such  property,  while  the  average  rate  in  the 
state  would  consume  from  40  to  60  per  cent  of  such  income.  Under 
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sneh  conditions  the  natural  tendency  is  to  coneeid  sach  property 

from  taxing  officials,  and  perhaps  justifiably  so,  lor  no  man  should 
be  expected  to  contribute  more  than  half,  of  his  income  for  support 
of  goYemm^t 

Realizing  the  difficulty  of  reaching  this  class  of  property  f<Kt 

purposes  of  taxation  under  the  prevailing  system,  the  legislature, 
in  1911,  passed  a  law  imposing  a  flat  rate  of  three  mills  on  the  dol- 
lar on  such  property.  It  was  felt  that  a  low  nniform  rate  of  taxa- 
tion would  result  in  placing  a  large  amount  of  this  class  of  prop- 
erty on  the  tax  rolls  that  had  heretofore  entirely  escaped  taxation. 
It  was  contended  that  the  average  man  desired  to  be  honest  and 
that  a  low  rate  would  permit  him  to  make  a  truthful  return  of 
property  of  this  character  that  he  might  own  without  the  fear  of 
having  most  of  its  income  confiscated  for  taxes. 

The  results  the  first  year  under  the  new  law  have  fully  justifit^d 
these  conclusions.  The  assessed  vtdue  of  this  class  of  properly  re- 
turned for  taxation  in  1910,  under  the  old  law,  amounted  to  less 
than  $14,000,000,  while  in  1911  the  amount  listed  for  taxation  under 
cent  in  one  year.  In  1910  the  assessed  value  of  this  class  of  prop- 
the  new  law  exceeded  $115,000,000,  an  increase  of  nearly  850  per 
erty  represented  only  4.2  per  cent  of  the  bank  deposits  of  the  state, 
while  the  assessment  of  1911  amounts  to  33.8  per  cent  of  such  de^ 
points. 

Notwithstanding  the  low  rate  the  total  tax  derived  from  thi^, 

class  of  property  in  1911  was  but  slightly  less  than  in  1910,  67  of 
the  86  counties  of  the  state  showing  an  actual  increase,  while  52  of 
the  64  cities  and  villages  of  the  state  having  a  population  of  2000 
and  over  made  substantial  gains  in  revenue  over  1910.  Not  oidy 
is  the  increase  a  very  gratifying  one,  but  the  returns  show  con- 
clusively that  the  tax  is  much  more  equitably  distributed  among 
the  people  than  it  was  under  the  old  law. 

It  is  confidently  expected  that  the  assessment  this  year  will 
show  a  considerable  increase  over  last  year.  The  purpose  of  the 
law  is  now  better  understood  by  both  the  people  and  the  taxing 
officials  than  it  was  a  year  ago.  The  tax  imposed  under  the  law 
is  not  burdensome;  it  has  been  sustained  by  the  supreme  court, 
and  is  now  an  established  part  of  the  taxing  system  of  the  state. 
It  is  entitled  to  a  fair  trial,  and  if  the  ultimate  results^  after  it  has 
had  a  fair  trial  are  not  satisfactory  it  can  be  repealed. 

Some  criticism  of  the  law  is  heard  because  it  does  not  permit  of 
the  deduction  of  debts  from  credits.  It  should  be  remembered^ 
however,  that  a  person  who  owes  a  debt  on  his  farm  or  his  home^ 
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or  on  his  farm  implements  or  household  goods  or  merchandise  is 

not  permitted  to  deduct  such  debt  from  the  assessed  value  of  the 
property.  There  is  perhaps  as  much  justification  on  the  grounds 
of  equity  for  deducting  debts  from  these  classes  of  property  as 
from  credits,  but.no  such  deductions  have  ever  been  permitted  un- 
der the  law.  In  the  opinion  holding  that  debts  cannot  be  deducted 
from  credits  the  supreme  court  says : 

Though  this  result  leads  to  a  departure  of  the  long  settled  policy  of  the 
stuto  to  allow  the  deduction  of  debts  in  taxation  of  this  kind,  that  policy 
at  its  inception  of  doubtful  merit,  in  that  it  extended  to  one  class  of 
taxpayers  a  favor  not  granted  to  others.  It  permitted  the  taxpayer  holding 
credits  to  deduct  his  debts  from  the  amount  of  his  assessment,  and  denied 
the  right  to  any  owner  of  other  property  who  was  also  in  debt 

The  Bate  of  Taxation 

An  entirely  unwarranted  importance  is  given  in  the  popular 
discussion  of  taxation  to  the  rate  of  levy.  It  is  often  discussed  as 
if  it  were  the  main  faetor  in  taxation,  while  as  a  matter  of  f aet, 
the  important  factor  is  the  amount  of  money  to  be  raised  for  pub- 
lic purposes  in  any  taxing  district.  A  high  rate,  of  course,  is  gen- 
erally regarded  with  disfavor  by  investora.  One  of  the  first  ques- 
tions asked  by  an  intending  investor  in  lands  or  business  enter- 
prises is:  "What  is  the  rate  of  taxation?  If  it  is  high  it  discourages 
him  and  he  is  very  liable  to  regard  such  a  community  as  an  uade- 
si^le  pJaeei  for  investment.  / 

Knowledge  of  the  several  ^teps  taken  in  the  process  of  raising 
public  revenues,  which  prior  articles  have  fully  explained,  should 
show  how  -erroneous  is  this  importance  given  to  the  rate.  The  rate 
is  a  mathematical  eottveniaace  ahd  may  be  high  or  low  without 
really  affecting  the  amount  of  taxes  to  be  paid,  for  if  assessed  val- 
ues are  high  the  rate  will  be  low,  and  vice  versa;  if  assessed  values 
are  low  the  rate  will  necessarily  be  high. 

The  very  first  step  taken  is  the  fixing  of  the  amount  of  money 
to  be  raised,  and  that,  rather  than  the  rate,  determines  whether  the 
tax  will  be  high  or  low. 

When  the  amount  of  money  to  be  raised  is  determined  the  fix- 
ing of  the  rate  is  simply  a  matter  of  mathematical  calculation.  The 
assessed  value  of  the  property  and  the  amount  of  revenue  to  be 
raised  are  the  important  features  in  the  tax,  the  rate  being  simply 
the  factor  used  to  compute  the  proportion  of  the  total  tax  that  each 
taxpayer  should  contribute. 

Let  us  illustrate:  Suppose  a  tmdng  diatriet  having  an  assessed 


value  of  $1,000,000  desires  to  raise  $10,00*0  for  public  purposes  by 
taxation.  Clearly  a  levy  of  10  mills  or  one  cent  on  each  dollar  of 
assessed  value  would  be  necessary  to  produce  the  required  amount 
of  revenue.  Now  suppose  the  assessed  valne  of  the  same  property 
was  increased  to  $2,000,000,  then  5  mills  or  one-half  of  one  cent  on 
each  dollar  would  be  sufficient  to  produce  the  required  $10,000. 
In  the  first  case,  A's  property  being  assessed  at  $1,000,  he  pays, 
$10  in  taxes;  in  the  second  ease,  while  his  assessed  value  has 
been  doubled,  the  rate  has  been  cut  in  half,  and  he  still  pays  but 
$10  in  taxes.  The  rate  thus  becomes  a  mere  incident,  and  not  at 
all.  a  matter  of  first  importanee. 

It  is,  however,  of  great  importance  that  assessed  values  of  the 
same  classes  of  property  be  on  a  uniform  basis.  In  the  first  illustra- 
tion giv^  above,  if  B's  farm  is  assessed  at  $3,000  his  taxes  would 
amount  to  $30,  while  his  neighbor,  C,  with  equally  as  valuable 
a  farm  assessed  at  $2,000,  gets  off  with  a  tax  of  $20.  But  the 
rate  is  not  responsible  for  the  discrimination  in  favor  of  C — either 
the  assessor  or  the  board  of  review,  or  both  failed  to  do  their  duty 
in  that  they  did  not  equalize  the  assessments  between  B  and  C. 
Equality  rather  than  the  rate  is  the  important  feature  in  any  just 
system  of  taxation. 

The  Mortgage  Bogistry  Tax 

Prior  to  1907  mortgages  were  assessed  aod  taxed  in  the  same 
manner  as  other  classes  of  personal  property.  The  register  of  deeds 
was  required  to  furnish  a  list  of  all  mortgages  or  other  real  estate 
securities  held,  ot^ned  or  controlled  by  residents  of  each  distriet. 
Such  list  was  appended  to  the  personal  pro])erty  assessment  book 
and  was  assessed  in  accordance  with  the  amount  due  on  each  in- 
strument. 

The  tax  could  rarely  be  enforced  against  non-residents  of  the 
state,  and  as  a  result,  a  non-resident  could  loan  money  at  a  slightly 
lower  rate  of  interest  and  still  derive  a  gre»ter  net  revenue  from 
his  loan  than  a  citizen  of  the  state.  To  overceme  this  disadvantage 
the  practice  became  common  of  having  the  mortgage  recorded  in 
the  name  of  a  non-resident,  even  when  actually  owned  by  a  citizen, 
thus  evading  the  tax.  As  a  result  of  this  practice  a  very  small 
amount  of  public  revenue  was  derived  from  this  source  of  taxation. 

In  1907  the  legislature  passed  a  law  imposing  a  tax  of  fifty 
eents,  in  lieu  of  all  other  taxes,  on  each  hundred  dollars  of  the 
principal  debt  or  obligation  secured  by  the  mortgage.    This  law 
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applies  to  aU  mortgages  whether  owned  by  residents  or  non-resi- 
dents of  the  state,  except  mortgages  taken  by  persons  or  corpora- 
tions whose  personal  property  is  expressly  exempted  by  law.  The 

revenue  derived  under  the  law  for  the  year  ending  September  30, 
1909,  amounted  to  $385,910.91,  and  for  the  year  ending  September 

30ri5IS;X$^^^'^^^-26'  ^  enactment  of 

the  law  to  the  last  named  datejLeiiig  $1,330,079.00.  ,lm^K^S. 

The  mortgage  registry  tax  is  in  a  measure  a  compromise  be- 
tween those  who  believe  that  mortgages  should  not  be  taxed  at  all 
and  those  who  believe  they  should  be  taxed.  It  is  contended  by 
some  that  to  tax  both  the  mortgage  and  the  property  upon  which 
the  mortgage  is  secured  is  double  taxation.  If  this  be  true,  the.n 
the  mortgage  registry  tax  law  practically  removes  the  double  bur- 
den, for  the  tax  is  now  so  light  on  the  former  as  to  be  scarcely 
noticeable.  The  average  life  of  a  mortgage  is  said  to  be  about 
five  years.  This  would  make  an  annual  rate  of  oni^  one-tenth  of 
1  per  cent  instead  of  from  2  to  3  per  cent  as  under  the 
old  law.  Such  a  tax  can  scarcely  be  called  burdensome.  It  may 
be  inter^ting  to  note  that  the  supreme  court  has  construed  the  law 
as  a  tax  on  titie  security  and  not  on  the  debt.  In  otiier  words,  the 
tax  is  imposed  on  the  right  to  record  the  mortgage  and  not  on  the 
debt  secured  by  the  mortgage. 

One  objection  to  the  law  is  that  the  mortgagor  pays  the  tax. 
The  answer  to  this  objection  is  that  the  mortgagor  practically  ri- 
ways  paid  the  tax  either  directly,  or  indirectly,  in  increased  in- 
terest rates.  "Under  the  forces  of  supply  and  demand  the  rate  of 
interest  is  controlled  by  economic  law.  The  lendejr  under  this  prin- 
ciple gets  a  compensation  for  his  capital  that  is  based  on  its  value 
to  the  community.  Every  attempt- by  usury  law  to  take  any  part 
of  thk  frcraa  the  l^er  results  in  the  removal  of  the  capital  else- 
where." Men  are  not  obliged  to  loan  their  capital  and  will  only 
do  so  upon  conditions  that  appear  to  them  satisfactory.  Unless 
the  borrower  complies  with  these  conditions  he  cannot  secure  the 
loan.  Under  such  eireuMMtances  it  is  doubtful  if  any  law  could 
be  enacted  that  would  compel  the  lender  to  pay  the  registry  tax. 

The  mortgage  registry  tax,  like  the  three  mill  tax  on  money 
and  credits,  is  a  distinct  departure  from  the  principle  of  the  gen- 
eral property  tax.  Both  laws  in  a  measure  recognize  the  now  gen- 
erally admitted  fact  that  our  attempts  to  tax  intangible  personal 
property  in  the  same  manner  as  tangible  property  has  everywhere 
and  always  resulted  in  failure. 
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Why  Taxes  Are  Necessary 

Organized  society,  usually  called  government,  has  many  objects 
besides  securing  to  people  the  "right  to  life,  liberty  and  the  pur- 
suit of  happiness."  To  attain  these  ends  it  frames  policies  pro- 
motive of  the  general  welfare  and  it  devises  ways  and  means  to 
defray  the  cost  of  carrying  out  its  policies.  The  latter  is  the  age- 
long problem  of  taxation. 

It  is  a  general  policy  of  government  to  do  those  things  for  all 
whieh  no  one  eonld  do  as  well  or  at  as  low  cost  for  oneself.  For  in- 
stance, it  establishes  public  schools  under  that  policy.  To  secure 
to  all  the  ''right  to  life,  liberty  and  the  pursuit  of  happiness"  it 
must  preserve  order,  insure  enjoyment  of  those  rights,  protect  ipr.. 
dividuals  and  property.  To  do  this  it  has  to  establish  and  main- 
tain courts  and  their  staffs  of  officials.  To  give  effect  to  these  and 
the  many  other  functions  of  government  public  buildings  must  be 
erected  and  maintained,  land  and  material  bought  and  a  large.num- 
ber  of  i>er8ons  employed,  all  of  which  must  be  paid  for. 

Organized  society  has  no.  other  way  to  obtain  the  money  with 
which  to  defray  these  costs  than  by  compelling  those  who  get  the 
benefits  to  contribute  the  money.  It  cannot  ''make  money."  It 
can  borrow  it,  but  that  merely  defers  to  a  future  time  the  eall  upon 
the  citizen.  Without  money  to  carry  on  its  activities  government 
could  not  exist  and  society  would  relapse  into  the  barbarism  from 
whieh  its  oi^anizing  redeemed  it  This  is  the  ineseapable  condi- 
tion that  makes  taxation  necessary. 

Out  of  the  experiments  of  governments  in  the  past,  modern 
governments  have  come  to  derive  revenue  mainly  by  two  methods, 
one  the  direct,  the  other  the  mdireet  method  of  taxing.  The  direct 
tax  is  based  upon  Adam  Smithes  third  principle  that  * 'everyone 
should  contribute  to  the  general  expense  in  proportion  to  his  ability 
to  pay/'  In  theory,  although  not  always  true  in  practice,  ability 
to  pay  is  measured  by  the  an^bunt  and  value  of  property  owned  by 
an  individual  and  is  known  with  us  as  the  general  property  twc. 
The  indirect  method  levies  a  tax  on  a  commodity  or  service.  Ex- 
cept where  limit  is  put  upon  what  price  may  be  charged  for  com- 
modity or  service,  those  owning  the  one  or  rendering  the  other  may 
add  the  tax  to  cost  and,  merged  in  price,  pass  it  on  to  be  paid  by 
tJie  consumer  or  the  served.  Of  this  form  of  taxation  our  gross 
earnings  tax  and  the  license  paid  by  liquor  dealers  are  illustra- 
tions. 

The  direct  tax  is  intended  to  rest  where  paid  and  not  be  shifted 
on  to  others  and^  largely,  this  is  true.   It  cannot  be  shifted  where 


the  person  paying  it  cannot  make  the  price  of  what  he  sells.  It 
can  be  where  that  power  exists,  as  with  landlords,  for  instance,  who 
may  merge  taxes  in  rentals,  or  money  lenders  who  may  make  bor- 
rowers pay  the  tax  levied  on  credit  instrument.   But  whichever 

method  is  adopted  payment  of  the  tax  is  essential  to  maintenance 
of  government. 

How  Each  Dollar  Paid  in  T»xes  is  Divided  Between  the  State  and 
its  Siibdt¥isi<nis 

As  explained  in  a  previous  article,  there  are  five  independent 
taxing  powers  under  our  system  of  govemment-^the  state,  the 
county,  the  town  and  the  village  or  city,  and  the  school  districts. 
Under  certain  limitations  each  of  these  units  of  government  has 
the  power  to  determine  how  much  money  it  needs  for  the  proper 
cUscharge  of  its  functions.  These  amounts  are  certified  to  the 
county  auditor.  The  auditor  coinputes  the  rate  of  levy  necessary 
to  produce  the  required  revenue  for  each  district  and  extends  the 
tax  accordingly.  The  county  treasurer  collects  the  entire  tax  and 
pays  each  respective  unit  the  proportion  due  it.  « 

While  the  average  taxpayer  knows  just  how  much  money  he 
paid  for  taxes  last  year,  comparatively  few  know  how  much  of 
such  amount  w^t  to  each  unit  of  government,  and  for  what  pur- 
poses it  was  used.  It  is  tiie  purpose  of  this  article  to  explain  brief- 
ly how  each  dollar  paid  in  taxes  is  divided  between  the  state  and 
its  various  subdivisions. 

The  total  tax  levy  for  1911  for  all  purposes—state,  county  and 
local,  exclusive  of  special  assessments  for  locial  improvements  in 
cities  and  villages,  amounted  to  $34,034,658.  The  levy  for  the  dif- 
ferent units  of  goverxmient  was  as  follows: 


State,  exclusive  of  schools  and  university   $3,953,057 

CeaniaeB   6,282,860 

Towns   ....V  ■  .i.^......  •  2,96G,010 

Cities  and  villages   9,178,998 

Schools  and  university   11,703,733 


Total   ?34,034,658 

1  .  . 


"What  por1i<Hi  of  one  dollar  paid  in  taxes  w^  to  eaeh  of  the 

diflFerent  units  of  government,  taking  the  state  as  a  whole,  is  readily 
ascertained  by  applying  the  old  ''rule  of  three,"  or  simple  propor- 
tion. We  thus  find  that  of  eaeh.  dollar  o£  taxes  paid  into  county 
treasuries,  the  state  received  11%  cents,  the  county  18^  cents,  the 

town  8%  cents,  the  cities  and  villages  27  cents,  and  the  schools 
and  university  34^^  cents. 


It  is  interestmg  to  note  that  of  each  dollar  paid  in  taxes  prac- 
tically 881^  cents  are  collected  for  local  purposes,  while  only  111/2 

cents  go  into  the  state  treasury,  and  nearly  all  of  this  amount  finds 
its  way  back  into  the  local  districts  in  state  appropriations  for 
roads  and  bridges  and  other  purposes. 

In  1910,  of  the  85  counties  of  the  state,  77  received  more  money 
from  the  state  treasury  than  they  contributed  to  the  state  in  taxes. 

A  subsequent  article  will  show  the  particular  purposes  for  which 
each  dollar  of  taxes  is  spent,  and  who  spends  it;  also  the  amount 
of  revenue  derived  by  the  state  from  gross  earnings  and  other 
special  taxes,  and  what  is  done  with  it. 

The  Public  Attitude  Toward  Taxation 

Up  to  a  comparatively  recent  period  taxes  were  regarded  by 
most  people  as  a  necessary  evil.  The  old  proverb  that  ^'nothing 
is  certain  but  taxes  and  death"  expressed  the  public  view.  This 
attitude  of  the  public  mind  was  in  pBirt  at  least  an  inheritance 
from  the  days  when  taxes  were  a  tribute  laid  by  rulers  on  their 
subjects.  Little  attention  was  given  to  the  manner  in  which  such 
taxes  were  levied,  or  the  rules  governing  equality  of  contribution. 
Often  the  people  received  but  little  in  return  for  their  money,  and 
of  course,  tried  to  pay  just  as  little  as  possible. 

Today,  however,  taxes  are  levied  and  collected  for  public  pur- 
poses and  not  for  private  gain.  They  are  not  now  regarded  as  a 
tribute,  but  as  a  reasonable  and  just  contribution  from  those  en- 
joying the  benefits  and  protection  of  organized  society,  called  gov- 
ernment, to  enable  it  to  do  certain  things  for  the  welfare  of  all 
the  people  that  if  left  for  each  citizen  to  do  for  himself  would  be 
more  expensive  and  less  effective. 

While  the  "tax  dodger"  is  still  with  us  the  average  citizen  is 
now  willing  to  pay  his  just  proportion  of  the  cost  of  govenun^t, 
feeling  that  the  money  so  paid  is,  generally  speaking,  wisely  and 
judiciously  spent  in  promoting  the  public  welfare.  He  realizes 
the  value  and  importance  of  good  schools,  of  good  roads,  of  fire 
protection,  of  health  and  sanitation,  of  courts  and  public  officers 
for  the  administration  and  enforcement  of  law  and  order,  and  of  the 
many  other  things  now  required  of  government  by  enlightened  and 
progressive  nations. 

In  the  report  of  the  tax  commission  for  1910  there  is  a  very 
interesting  study  of  the  cost  of  government  made  by  Professor  Hess, 
then  of  the  State  University.   Taking  the  expenditures  under  ap- 
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propriate  heads  and  the  population,  he  derives  from  them  the  per 
capita  cost  of  the  administration  of  the  state  and  its  minor  divisions. 
He  found  that  it  cost  $20.92  for  each  man,  womw  and  child  in  the 
state,  or  $104.60  for  a  household  of  five  persons. 

The  largest  item  in  the  classified  list  of  public  expenses  is  that 
of  education,-  amounting  to  about  40  per  cent  of  the  gross  ex- 
penditures* The  total  number  of  pupils  attending  the  public  schools 
in  1910  was  440,083  and  the  gross  sum  expended  in  that  year  for 
teachers'  salaries  and  other  educational  expenses  amounted  to  $13,- 
724,437.  This  represents  an  averi^e  cost  of  $3(1.18  for  each  pupil 
attending  the  public  schdols  in  that  year. 

Minnesota  early  in  its  history  took  an  advanced  position  in  edu- 
cational matters  and  for  more  than  fifty  years  it  has  steadily  main- 
tained that  position.  It  is  justly  proud  of  its  splendid  school  ^s- 
tem.  It  has  no  apologies  to  make  for  spending  two*fifths  of  its 
total  revenues  from  taxation  in  the  cause  of  education,  for  it  be- 
lieves that  its  liberal  and  progressive  educational  policy  has  con- 
tributed in  no  smaU  measure  to  the  present  §^reatness  of  the  state. 

People  frequently  complain  of  high  taxra  and  talk  as  if  the 
benefits  received  were  not  equivalent  to  the  amount  paid.  Generally 
speaking,  these  complaints  are  not  well  founded.  While  taxes  may 
be  high  in  some  districts,  due  to  local  conditions,  as  a  general  propo* 
sition  the  benefits  received  are  not  only  worth  more  but  cost  the 
state  more  than  the  amount  contributed  in  taxes  by  the  average 
citizen. 

The  cost  alone  of  educating  cme.  child  in  the  public  sehools  is 
one  and  one-half  times  as  much  as  the  per  capita  cost  of  state  and 
local  government  for  all  purposes.  If  the  cost  of  the  other  benefits 
we  enjoy  as  the  fruits  of  taxation  could  be  computed  as  accurately 
as  the  ^st  of  education  it  would  be  found  that  the  average  citizen 
pays  much  less  in  taxes  than  it  costs  the  state  to  provide  him  with 
the  advantages  and  benefits  he  enjoys  under  our  system  of  govern- 
ment. 

The  Cost  of  Govemtaent  in  B^mesota— No.  1 

How  much  do  the  people  of  Minnesota  pay  per  capita  for  the 
support  of  government,  including  national,  state  and  local  t  What 

part  is  this  sum  of  their  total  wealth?  Is  the  burden  of  taxation 
in  Minnesota  increasing  faster  than  population  or  wealth?  If  so, 
is  it  due  to  the  extension  of  public  industries,  or  how  is  it  to  be 
explained  !  For  what  purposes  are  the  vast  amounts  of  money 
spent  which  are  raised  by  taxation  and  public  loans?    What  is 
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the  present  outstanding  debt  of  all  grades  of  government  in  Min- 
nesota, and  what  is  the  annual  interest  charge  on  such  debt%  Is 
enrrent  revmue  sofEieient  to  meet  ordinary  expenses,  or  are  some 
municipalities  going  constantly  deeper  into  debt  in  order  to  pay 
interest  on  previous  loans  and  meet  running  expenses?  Especially, 
how  do  the  several  counties,  cities  and  villages  compare  in  these 
respects  with  one  imother  and  with  similar  governmental  units 
elsewhere? 

In  a  democratic  country,  where  the  final  decision  in  all  public 
matters  rests  with  the  people,  every  intelligent  citizen  ought  to  be 
able  to  answer  these  questions ;  but  until  very  recently,  no  citizen 
of  Minnesota  could  hope  to  find  out  so  much  as  the  aggregate 
amount  of  tax  which  he  paid,  to  say  nothing  of  the  purposes  im 
which  it  was  spent  or  the  amount  of  public  debt  resting  upon  him. 
The  first  serious  attempt  to  furnish  information  on  this  point  was 
made  in  chapters  XXII  and  XXIII  of  the  report  of  the  Minnesota 
tax  commission  for  1910.  The  interest  aroused  by  that  report  was 
convincing  evidence  that  it  met  a  real  public  need. 

The  tax  commission  has  therefore  resolved  to  continue  the  study 
of  the  cost  of  government  in  Minnesota  in  its  report  for  1912.  To 

that  end,  the  commission  has  created  a  Department  of  Research 
and  Statistics,  and  has  appointed  as  directer  of  it  Professor  E. 
Y.  Robinson,  who  has  charge  of  the  courses  in  public  finance  and 
taxation  at  the  University  of  Minnesota. 

The  starting  point  in  my  study  of  the  cost  of  government  must 
be  public  expenditures.  A  private  dtnsen  regulates  his  expendit- 
ures according  to  his  income,  if  he  means  to  avoid  bankruptcy ;  but 
in  the  case  of  governments,  what  is  appropriated  by  the  legislature 
and  other  spending  bodies  determines  how  much  must  be  raised  by 
taxation.  Not  a  few  citizens,  indeed,  denounce  high  taxes  y?t  co% 
stantly  urge  their  representatives  in  congress  and  the  legislature 
to  support  bill  after  bill  calling  for  increased  appropriations.  Such 
persons  apparently  think  it  is  possible  for  the  government  to  eat 
its  cake  and  keep  it  at  the  same  time.  The  fact  is,  however,  that 
the  government  has  no  magic  fund  of  wealth  at  its  disposal,  but 
must  take  from  the  pockets  of  the  people  whatever  it  determines 
to  iq[>€md. 

The  next  article  will  show  wherein  the  present  investigation 
is  more  extended  than  the  one  of  1910,  and  why  this  expansion  was 
necessaiy  in  order  to  make  plain  the  character  of  public  ^pen- 

ditures  in  Minnesota. 


The  Ooit  of  OoveniBMiit  in  Miimieotft— Wo.  2 

The  cost  of  government  is  measured  by  the  taxes  actually  col- 
lected rather  than  by  the  amount  levied. 

In  Minnesota  there  is  considerable  variation,  from  county  to 
county,  in  the  per  cent  of  taxes  coOected;  and  the  lurger  the  pro* 

portion  of  uncollected  taxes  is,  the  higher  the  rate  of  taxation  must 
be  made  in  order  to  produce  the  necessary  revenue.  The  effect  of 
uncollected  taxes  is  thus  to  create  a  gap  between  the  amount  of 
taxes  levied  and  the  amotmt  collected;  and  the  wider  this  gap' 

comes,  the  less  reliance  can  be  placed  on  the  tax  levy  as  a  test  of 
the  real  cost  of  government. 

The  previous  investigation,  given  in  the  report  of  the  tax  com- 
mission for  1910,  was  pioneer  work  in  Minnesota  and  conducted 
under  many  di^culties.  Reliance  was  therefore  placed  on  the  tax 
levy  (as  reported  in  the  abstract  of  tax  lists  filed  with  the  state 
auditor)  to  show  the  amount  raised  by  taxation  for  the  county  and 
the  minor  subdivisions  of  the  county,  as  classes;  and  only  munic- 
ipalities of  5,000  or  more  population  were  asked  to  report  actual 
receipts  of  taxes  and  actual  expenditures,  the  qthers  being  rci^u^t; 
ed'to  report  merely  receipts  from  liceiu3es,''fees^ 'fines  and  sales. 

^iln  the  present  investigation,  for  the  reasons  stated  above^  it 
li^fa  seemed,  desirable  to  ask  county  auditors,  and  the  a^unting 
officers  of  all  cities  and  villages  in  Minnesota  to  report  the  actual 
receipts  from  taxation,  as  well  as  from  other  sources;  and  likewise 
the  actual  payments  for  all  purposes.  Since  all  taxes  for  minor 
subdivisions  of  the  county  are  handled  through  the  ccnmty  treas- 
ury, these  statements  from  the  counly  auditors  will  show  the  actual 
receipts  from  taxation  by  all  townships,  taken  together;  also  the 
tax  receipts  of  cities  and  villages,  and  of  all  school  districts,  as 
classes. 

Again,  the  public  schools  absorb  a  very  large  part  of  the  pub- 
lic revenues;  in  many  communities,  indeed,  not  far  from  half  th^ 
money  raised  by  taxation/  In  the  previous  investigafion  the  tax 
levy  for  school  purposes  was  shown  by  counties,  but  actual  school 
receipts  and  expenditures  were  given  only  in  the  large  cities. 
This  omission,  as  explained  in  the  report  of  the  commission  for 
1910,  was  due  to  the  fact  that  the  school  district  frequently  does 
not  coincide  in  boundaries  with  the  municipality,  and  usually  has 
a  separate  board  of  education,  so  that  no  one  is  able  to  furnish  a 
consolidated  statement  of  receipts  and  expenditures  for  all  purposes, 
including  the  schools.  Moreover,  owing  to  the  difference  in  bomi* 


daries,  it  is  exceedingly  difficult  and  sometimes  impossible  to  com- 
bine separate  statements  for  the  city  and  the  schools  so  as  to  give 
a  eorreet  and  eonsbt^t  total.  Nevertheless,  in  the  praient  in- 
vestigation sehednles  calling  for  actual  receipts  and  payments  have 
been  sent  to  the  clerks  of  all  school  districts  which  include  munic- 
ipalities of  1,000  or  more  population,  and  the  attempt  will  be  made 
to  consolidate  the  school  and  the  city  or  village  statements  so  as 
to  show  the  real  total  cost  of  government  in  as  many  communities 
of  various  sizes  as  possible. 

A  subsequent  article  wUl  discuss  the  neeessi^  of  making  cer- 
tain distinctions  which  are  not  commonly  observed  in  municipal  • 

accounts,  such  as  that  between  general  and  commercial  revenues, 
and  between  current  expense  and  permanent  improvements,  in  or- 
der to  find  out  what  is  actually  the  cost  of  govemmwt  in  Minne^ 
sota. 

The  Cost  of  Government  in  Minnesota — No.  3 

Taxes  are  a  compulsory  contribution  toward  the  expenses  of 

government,  and  all  citizens  are  supposed  to  contribute  according 
to  their  several  tax-paying  abilities.  In  like  maimer  fees  and  fines 
are  eompuhiory  contributions,  not  indeed  according  to  tax-paying 
abilities,  nor  from  all  citizens,  but  firom  all  of  c^ain  classes  or  in 
certain  circumstances.  All  of  these  receipts  are  consequently 
classed  as  * '  general  revenues, ' '  and  the  sum  total  of  general  rev- 
enues taken  from  the  people  in  tibe  km^  run  mearares  the  true  cost 
of  government. 

In  contrast  to  g^ieral  revenues,  commercial  revenues  are  re- 
ceived by  the  government  in  return  for  some  spedal  service.  In 

paying  such  sums  to  the  government,  the  citizen  merely  pays  for 
value  received,  much  as  he  does  at  a  grocery  or  a  dry  goods  store. 
It  is  on  this  account  that  the  name  commercial  revenues"  is  em- 
ployed for  this  class  of  receipts.  For  example,  when  a  man  pays 
a  special  assessment  for  a  ditch,  or  sewer,  or  sidewalk,  he  is  help- 
ing to  pay  for  a  public  improvement  which  is  supposed  to  in- 
•  crease  the  selling  value  of  his  property  by  at  least  the  amount  of 
his  assessment.  In  case  it  does  this,  he  gets  back,  in  another  form, 
all  that  he  pays.  Only  in  case  he  is  assessed  more  than  the  benefit 
to  his  property  is  he  taxed  at  all,  while  in  all  cases  where  he  is 
assessed  less  than  the  benefit  to  his  property,  he  actually  p^rofits 
by  the  transaction.  It.  is  clear,  therefore,  that  special  assessments, 
unless  in  excess  of  benefits  to  the  property,  are  not  a  part  of  the 
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cost  of  government.    On  this  account  it  is  essential  to  separate 

special  assessments  from  taxes,  special  assessment  loans  from  gen- 
eral loans,  and  interest  payable  on  special  assessment  loans  from 
interest  on  general  loans. 

The  same  line  of  reasoning  appli^  even  more  clearly  to  pub- 
licly operated  public  service  enterprises,  such  as  waterworks,  elec- 
tric, gas,  heating  and  power  plants,  telephones,  scales,  markets, 
auditoriums,  skating  rinks,  cemeteries,  warehouses,  ferries,  and 
other  enterprise  which  furnish  to  the  public  a  8?>ecific  commodily 
or  service  in  return  for  a  specific  price.  In  all  these  cases,  the  pub- 
lic enterprise  is  merely  a  substitute  for  some  private  enterprise 
which  would  otherwise  be  patronized.  What  the  individual  pays 
for  its  service  is  therefore  as  little  a  part  of  the  cost  of  govern- 
ment as  what  he  would  pay  to  similar  private  concerns.  Such  pub- 
.lic  enterprises  consequently  figure  in  the  cost  of  government  only 
in  the  event,  and  to  the  extent,  that  they  fail  to  be  self-supporting 
and  consequently  become  a  charge  on  tlie  general  revenues.  For 
this  reason,  as  in  the  case  of  special  assessments,  it  is  essential  that 
the  receipts  and  payments  for  all  public  service  enterprises,  the 
debts  incurred  on  their  aceount,  and  the  payment  of  interest  and 
principal,  on  such  debts,  be  kept  entirely  distinct  from  all  similar 
items  pertaining  to  the  municipality  in  general.  Unless  such  separa- 
tion is  rigidly  carried  through,  it  is  hopeless  to  attempt  to  learn 
the  r€»i  cost  of  government 

The  next  article  in  this  series  will  consider  certain  fundamental 
distinctions  between  classes  of  expenditures,  in  relation  to  the  cost 
of  gov^nment 

Ibt  Cost  of  Oovemment  in  IBwMsota—Vo.  4 

In  the  preceding  article,  attention  was  called  to  the  fundamental 

distinction  between  general  revenues,  derived  from  taxes,  licenses, 
fines,  etc,,  and  commercial  revenues,  including  special  assessments 
and  the  earnings  of  public  service  enterprises ;  and  it  was  pointed 
out  that  unless  these  classes  of  income  are  reported  separately, 
no  one  can  find  out  how  much  or  how  little  of  a  burden  tiie  govern- 
ment really  imposes  on  the  people. 

On  the  side  of  expenditures,  an  equally  fundamental  distinction 
exists  between  maintenance  charges  and  the  cast  of  permanent  im- 
provements. Under  maintenance  are  included  current  expenses  of 
all  sorts,  ordinary  repairs,  and  such  a  per  cent  for  depreciation  as 
will  be  suffid^t  to  renew  the  physical  plant  by  the  time  it  is  worn 
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out.  This  sort  of  accounting  is  customary  in  all  well-managed 
private  enterprises;  it  is  equally  indispensable  in  all  public  service 
OTterprises  undertaken  by  the  municipality ;  and  it  is  essential  in 
the  ordinary  operations  of  government,  if  the  public  is  to  have  the 
means  of  knowing  what  is  the  real  cost  of  government,  and  whether 
current  revenues  are  equal  to  the  expenditures  properly  chargeable 
against  them. 

Permanent  improvements,  on  the  other  hand,  cover  investments 
in  lands,  buildings,  bridges,  new  highways  and  other  physical  prop- 
erties whidi  are  designed  to  serve  for  a  number  of  years.  Ex- 
penditures for  such  purposes  are  often  met  in  whole  or  in  part 
by  public  loans;  and  in  any  case  they  are  not  properly  a  part  of  the 
cost  of  govemme^t  ^  any  one  year,  but  should  be  spread  out  over 
a  number  of  years  corresponding  to  the  durability  .of  the  improve- 
ments in  quei^on. 

It  is  therefore  absolutely  necesaiary  to  -sepacrate  payments  for 
maintenance  from  payments  for  permanent  improvements,  both  in 
public  service  enterprises  managed  by  the  municipality  and  in  the 
ordinary  operations  of  the  government*  Unless  this  is  done  (and 
in  the  systems  of  accounting  used  by  municipalities  it  is  oitea  not 
done)  no  one  on  earth  can  tell  what  is  the  true  cost  of  government, 
oor- whether  public  service  enterprises  conducted  by  the  govern^ 
ment  are  really  making  money  or  losing  it,  nor  whether  the  pres** 
ent  generation  is  p»ying  its.  way,  or  saddling  upon  the  future  not^; 
only  the  cost  of  permanent  improvements  but  a  part  of  the  expen- 
ditures for  the  salaries  of  public  officials  and  other .  current  ex- 
penses. 

In  fact  there  is  no  doubt  that  various  municipalities  actually 
have  revenues  insufficient  to  pay  maintenance  charges  plus  interest 
on  the  public  debt,  and  as  a  result  are  every  year  going  deeper 
into  debt  to  meet  current  expenses  by.  piling  up  larger  masses  of 
unpaid  warrants,  or  overdrawing  at  the  bank,  or  borrowing  money 
and  using  a  part  of  it  to  pay  bills  which  should  be  paid  from  rev- 
enues. This  is  clearly  the  road  to  financial  ruin,  yet  it  is  to  be 
feared  that  some  communities  are  treading  it,  quite  imconsciously, 
because  their  public  aecotmts  neglect  these  fundamental  distinc- 
tions; and  unless  these  distinctions  are  observed,  a  financial  state- 
ment tells  little  which  it  is  important  for  the  public  to  know. 

It  was  in  view  of  considerations  such  as  the  foregoing  that  the 
schedules  for  the  preset  investigation  into  the  cost  of  government 
in  Minnesota  were  prepared  so  as  to  call  for  a  separation  of  special 
assessments  from  taxes,  of  general  revenues  from  commercial  rev- 
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maeB,  of  all  ordinary  receipts  from  loans  and  other  extraordiiuury 

receipts,  of  maintenance  charges  and  interest  from  payments  for 
permanent  improvements  and  debt  reduction,  and  finally,  for  a 
classification  of  the  outstanding  debt  according  to  its  character  and 
the  purpose  for  which  it  was  incurred.  This  undertaking  is  un- 
avoidably more  or  less  burdensome  for  the  accounting  officers  who 
are  called  upon  to  divide  some  of  their  accounts  in  order  to  fill  out 
the  schedules,  and  it  is  not  less  burdensome  for  those  in  charge  of 
the  investigation;  but  it  will  be  well  worth  doing  if  it  brings  more 
dearly  to  view  the  real  cost  of  government  in  Minnesota. 

In  a  subsequent  article,  later  in  the  summer,  it  is  hoped  to  give 
some  of  the  results  of  this  investigation  into  the  cost  of  government 
in  Minnesota.  *  ^ 

* 

The  Local  Board  of  Review  and  the  Taaq^m 

On  or  before  the  fourth  Monday  of  June  the  assessors  of  the 
state  will  have  completed  the  work  of  valuing  property  for  pur- 
poses of  taxation.  The  assessment  books  are  then  submitted  to  the 
local  boards  of  review.  It  is  the  duty  of  these  boards  to  carefully 
examine  the  assessment  of  the  real  and  personal  property  of  their 
respective  ta»xing.  districts  as  returned  by  the  assessor,  and  to  equidr 
ise  ibs  same  and  to  add  any  omitted  property  to  tilie  ajBsessment 
rolls. 

The  local  boards  of  review  are  in  many  respects  the  most  im- 
portant boards  having  to  do  with  the  assessment  of  properly  for 
purpose  of  taxation.  Equality  of  taxation  depends  largely  on  the 
thoroughness  and  impartiality  of  their  work.  Unless  fhey  are  care- 
ful to  see  that  each  tract  or  lot  of  real  property  and  each  article 
or  class  of  personal  property  is  equitably  and  fairly  assnsed  no 
8ul»equent  step  can  fully  correct  the  injustice. 

Unfortunately  in  some  taxing  districts  the  board  of  review  per- 
forms its  duty  in  a  very  indifferent  manner,  or,  more  correctly 
speaking,  fails  entirely  to  perform  its  duty.  In  some  districts,  if 
no  one  appears  to  complain  of  his  assessment,  the  board  simply 
signs  its  approval  of  the  assessor's  work  without  any  examination 
of  the  assessment  books,  and  of  course,  in  such  districts,  any  in- 
equiditiefr  in  the  valuation  of  property,  or  any  omission  of  prop- 
erty from  the  assessment  rolls  remains  uncorrected.  Such  neglect 

♦The  results  of  this  investigation  into  the  cost  of  government  were  not 
ascertained  in  suiRclent  time  to  permit  of  their  publication  in  this  series  of 
articles.  Sacb  results,  however,  wUl  be  given  faUy  in  tibe  next  biennial  re- 
port oi  tile  Ce^mSamixm  which  is  now  being  prepwed. 
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often  results  in  grave  inequalities  in  taxation.  Failure  of  the 
board  of  review  to  examine  and  equalize  the  assessment  rolls  is  a 

serious  violation  of  both  the  spirit  and  letter  of  the  law.  Every 
assessment  of  real  and  personal  property  should  be  carefully  ex- 
amined and  any  inequalities  of  valuation  corrected  before  the  as- 
sessment roll  is  approved  by  the  board. 

It  is  not  a  reflection  on  the  honesty  or  good  intentions  of  the 
assessor  to  change  some  of  his  valuations  or  to  add  property  to  the 
assessment  rolls  that  has  escaped  his  notice.  Assessors  like  other 
human  beings  are  fallible  and  may  make  mistakes— not  intentional 
mistakes,  but  mistakes  of  judgment.  The  combined  judgment  of 
the  three  members  of  the  board  of  review,  when  they  have  knowl- 
edge of  conditions,  should  be  better  than  the  judgment  of  a  gingle 
assessor,  and  any  changes  made  by  such  boards  indicate  a  differ- 
ence in  judgment  rather  than  a  reflection  on  the  good  intentions  of 
the  assessor. 

While  the  duties  imposed  on  boards  of  review  are  important, 

the  individual  property  owner  is' not  relieved  from  certain  re- 
sponfflbilities  in  the  equitable  assessment  of  property  for  purposes 
of  taxation.  If  his  property  is  overassessed,  or  his  neighbor's  prop- 
erty underassessed,  it  is  his  duty  in  ^  first  case  and  iaa  priva«ge 
in  the  other  to  direct  the  attention  of  the  board  of  review  to  such 
inequality.  The  proper  time  to  complain  of  an  unfair  assessment 
is  when  the  board  of  review  is  in  session.  ,  . 

This  board  meets  on  the  fourth  Monday  in  June,  notice  of  ;8uch 
meeting  being  given  in  advance.  If  any  property  owner  feels  ag- 
grieved because  of  his  assessment,  or  the  assessment  of  his  neigh- 
bor he  should  appear  before  the  board  and  have  the  injwtif^  cor- 
rected. The  procedure  for  correcting  errors  is  very  simple  when 
the  board  of  review  is  in  session,  while  on  the  other  hand,  when  the 
assessment  is  finally  confirmed  and  the  tax  extended,  there  is  con- 
siderable formality  to  be  eompHed  with  under  the  l*w  before  an 
error  can  be  corrected.  -      -  '         •  • 

Every  taxpayer  should  make  it  his  duty  to  ascertain  whether  or 
not  his  assessment  is  equitable  and  fair  before  the  board  of.  review 
finally  adjourns. 

Equalization  by  County  Boards 

As  explained  in  a  preceding  article,  three  bodies  of  an  official 
character  review  the  work  of  the  assessors  in  the  valuation  of  the 
real  and  personal  property  of  the  state  for  purposes  of  ta^a1;ioii, 
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namely,  the  town  or  local  board  of  review,  the  county  board  of 
equalization,  and  the  tax  eommission. 

The  theory  of  the  equalization  of  assessments  is  that  the  town 
or  local  board  of  review  should  equalize  between  individuals  and 
dasses,  the  eounty  board  between  assessment  districts,  and  the  tax 
eommission  between  comities. 

The  county  commissioners  and  the  county  auditor  constitute  the 
eounty  board  of  equalization.  This  board  meets  at  the  court  house 
on  the  third  Monday  in  July,  being  July  15th  of  this  year,  and  may 
continue  in  session  and  adjourn  from  time  to  time  during  four 
weekn^  ^ 

After  each  member  has  snbsmbed  to  an  oath  •^^to  fairly  and 
impartially  perform  his  duties''  the  board  proceeds  to  examine 
and  compare  the  returns  of  assessment  of  property  of  the  several 
towns  or  districts  of  the  county,  and  to  equalize,  the  same  by  mak- 
ing such  increases  or  decreases  as  may  be  necessary  so  that  each 
tract  or  lot  of  real  property,  and  each  article  or  class  of  personal 
property  shall  be  fairly  and  equitably  amassed. 

If  all  property  were  listed  and  assessed  at  its  true  and  full 
value,  as  provided  by  law,  there  would  be  but  little  work  for  boards 
of  equalization  to  do,  but  under  the  existing  custom  of  assessing 
property  at  a  varying  perc^tage  of  vidue  in  different  taxing  dis* 

tricts  the  work  of  equalization  is  necessarily  an  important  part  of 
our  assessment  system. 

No  pne  can  reasonably  expect  the  board  to  make  an  absolutely 

perfect  equalization  of  assessed  values.  That  is  an  ideal  which 
never  has  and  perhaps  never  will  be  attained.  The  best  that  can 
be  expected  is  to  approximate  this  ideaL  The  valuation  of  prop- 
erty for  purposes  of  taxation  is  largely  a  matter  of  good  judgment 
and  intelligent  discrimination.  This  is  especially  true  of  personal 
property.  When  these  qualities  are  fairly  and  impartially  applied 
to  each  taxing  district  of  a  county  a  reasonably  unif  onn,  and  h^ee 
equitable  assessment  will  follow. 

The  most  important  thing  to  be  kept  in  mind  by  county  boards 
is  that  the  same  standard  of  valuation — ^the  same  yard  stick — ediould 
be  applied  to  all  the  taxable  property  of  the  county.  Uniformity 
of  valuation — the  placing  of  all  of  the  towns  of  the  county  on  the 
same  basis  so  that  the  assessment  of  property  of  the  same  kind 
shaU  be  at  substantially  the  same  percentage  of  value  in  each  and 
all  of  the  towns — ^this,  rather  than  a  high  or  low  assessment,  is  the 
desirable  end  to  be  attained  by  the  county  board  of  equalization. 
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Equalization  by  the  Tax  Commission 

After  the  county  board  of  equalization  has  completed  its  work 

the  county  auditor  prepares  an  abstract  of  assessment  of  property 
in  each  of  the  towns,  villages  and  cities  of  the  county,  showing,  in 
separate  eolunms  the  assessed  value  of  land,  the  assessed  value  of 
structures  and  improvements  thereon,  and  the  assessed  value  of 
each  class  of  personal  property.  This  abstract  is  forwarded  to  the 
tas  eommission  on  or  before  the  fourth  Monday  in  August. 

Prior  to  1909  the  final  equalization  of  assessed  values  was  vested 
in  a  state  board  of  equalization  consisting  of  the  governor,  the  state 
auditor,  the  attorney  general,  and  one  member  from  each  judicial 
district  of  the  state.  This  board  was  abolished  in  January,  1909, 
by  act  of  the  legislature,  and  the  duties  and  powers  vested  in  it 
were  transferred  to  the  tax  commission. 

At  the  outset  of  its  work  as  a  state  board  of  equalization  the 
tax  commission  decided  to  get  away  as  far  as  possible  from  the 
arbitrary  method  of  determining  values  that  had  heretofore  been 
followed,  especially  in  relation  to  real  estate,  and  to  substitute  some 
metiiiod  that  would  afford  a  uniform  measure  of  value  for  all  the 
counties  of  the  state. 

After  a  careful  study  of  all  known  methods  it  was  concluded 
that,  all  things  considered,  the  so-called  sales  method"  afforded  * 
the  moftt  reliable  measure  of  true  valu^  that  could  be  devised. 
This  plan  commended  itself  to  the  commission  not  only  because  of 
its  apparent  intrinsic  value,  but  more  especially  because  it  was  not 
an  untried  experiment.  It  had  been  used  in  Wisconsin  and  in  some 
taxing  distidcts  of  other  states  with  very  satisfactory  results. 

Briefly  stated,  the  ''sales  method''  consists  in  obtaining  from 
eaeh  csounty  of  the  state  data  showing  all  bona  fide  sales  of  real 
estate  during  a  given  period  with  the  true  consideration  paid  for 
each  tract  or  lot  transferred  and  the  assessed  value  of  the  same 
as  shown  by  the  last  real  estate  assessment.  With  this  information 
it  is  a  simple  matter  to  determine  the  percentage  of  assessed  to 
true  value. 

The  method  is  based  upon  the  proposition  that  nothing  else  so 
fairly  measures  the  true  value  of  real  estate  as  the  price  actually 
paid  for  it  in  a  ndrmal  transaction,  and  by  a  normal  transaction  is 
meant,  an  owner  willing  but  not  obliged  to  sell,  and  a  purchaser 
willing  but  not  obliged  to  buy.  It  is  the  best  measure  of  value 
that  the  commissian  has  been  able  to  find,  because  each  sale  made 
under  such  conditions  represents  the  judgment  af  at  least  two 
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minds — ^the  seller  and  the  buyer — as  to  the  true  value  of  a  given 
piece  of  property.  It  is  universally  recognized  by  courts  as  the 
best  evidence  of  value,  and  in  the  final  analysis  is  the  baeds  of 
nearly  all  expert  opinions  in  such  matters. 

Having  ascertained  the  actual  consideration  in  all  bona  fide 
sales  of  property  in  each  town,  village  and  city  of  a  county  during 
a  given  period,  together  with  the  assessed  value  of  the  same,  it  is 
a  simple  mathematical  calculation  to  find  the  average  ratio  or  per 
cent  of  assessed  to  true  value.  The  formula  may  be  stated  as  fol- 
lows: **As  the  assessed  value  of  the  lands  sold  is  to  the  considera- 
tion paid  for  them,  so  is  the  assessed  valuation  of  tiie  real  estate 
of  the  entire  county  to  the  full  and  true  value  thereof." 

The  next  article  will  show^  how  the  data  for  the  sales  meth- 
od" is  gathered  and  what  use  is  made  of  it. 

''Sales  Method"  ot  Ascertahiiiig  Beal  Estftte  Values 

The  manner  of  ascertaining  the  percentage  of  assessed  to  true 
value  of  real  estate  by  the  sales  method"  was  briefly  explained  in 
the  preceding  article. 

The  necessary  data  or  information  for  the  tabulation  of  real 
estate  sales  is  gathered  by  representatives  of  the  tax  commission. 
These  representatives  visit  each  county  of  the  state  and  make  a 
list  of  all  transfers  of  real  estate  made  by  warranty  deed  during  a 
given  period,  usually  two  years.  Care  is  taken  to  include  only 
such  transfers  as  represent  bona  fide  sales,  and  in  which  the  con- 
sideration stated  in  the  deed  is  the  actual  amount  for  which  the 
property  was  sold.  Transfers  that  give  only  a  nominal  considera- 
tion, or  that  include  the  exchange  of  one  piece  of  property  for 
auQther,  or  transfers  between  near  relatives,  such  as  father  to  son, 
are  not  included  in  the  tabulation. 

Each  transfer  listed  shows  the  name  of  the  grantor  and  grantee, 
the  date  of  the  conveyance,  the  consideration,  the  book  and  page 
of'  record^  a  brief  descnptien  of  the  property,  and  the  assessed 
value  of  each  description  as  shovm  by  the  last  preceding  assess- 
ment roll. 

The  sales  are  compiled  and  tabulated  by  assessment  districts 
und  by  counties.  Separate  tabulations  are  made  for  city  and  vil- 
lage property,  and  for  farm  property,  showing  in  each  case  the  total 
number  of  sales,  the  aggregate  amount  for  Avhich  the  property  was 
sold,  the  total  assessed  value  of  the  same  and  the  percentage  of 
assessed  to  sal^  value.  This  percentage  is  then  applied  to  all  real 
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estate  in  the  district  or  county  and  becomes  the  factor  by  which 
its  l^e  vahie  is  determined. 

Let  US  take  Mower  county  as  an  illustration.  The  total  num- 
ber of  transfers  used  in  compiling  the  real  estate  sales  in  this 
county  for  the  four  year  period  ending  December  31,  1911,  was 
1,209.  Of  this  number  598  sales  covered  farni  property,  and  611 
sales  city  and  village  property.  The  total  consideration  amounted 
to  $1,781,465,  and  the  assessed  value  in  1910  to  $1,404,377,  an 
average  of  29.37  per  cent  of  assessed  to  sales  value.  The  average 
assessed  value  of  the  farm  property  sold  was  found  to  be  28.83 
per  cent,  and  of  city  and  village  property  3210  per  cent.  Using 
these  percentages  as  the  factor  the  true  value  of  real  estate  in 
Mower  county  is  found  to  be  $32,664,032,  of  which  amount  $27,- 
174,745  is  represented  in  farm  property,  and  $5,489,287  in  city  and 
village  property. 

The  ratio  of  assessed  to  sales  value  is  similarly  ascertained  in 
other  eounties,  md  is  used  as  the  factor  for  determining  the  true 
value  of  real  property  in  each  county  of  the  state.  These  ratios 
will  be  applied  to  the  1912  assessment  as  equalized  by  county 
boards  of  equalization  and  will  in  a  large  measure  determine  what 
changes  are  necessary  to  fairly  equalize  the  assessment  as  between 
the  different  counties  of  the  state. 

It  is  the  policy  of  the  tax  commission  to  notify  the  county 
auditor  of  any  contemplated  changes  in  his  county,  with  a  request 
that  he  give  the  same  due  publicity.  Ample  time  is  given  any  in- 
terested person  to  file  objections,  either  personally  or  in  writing, 
to  the  proposed  changes.  Such  objections  are  fairly  and  impartially 
considered  before  final  action  is  taken. 

While  the  sales  method  of  determining  true  value  may  not  be 
absolutely  accurate  in  every  instance,  it  is,  as  already  stated,  the 
best  measure  of  value  that  the  commission  has  been  able  to  find. 
About  250,000  sales  have  been  listed,  and  as  each  transfer  repre- 
sents the  judgment  of  two  people— the  seller  and  the  buyer — as  to 
the  value  of  a  given  piece  of  property,  the  total  sales  included  in 
the  tabulation  represent  the  combined  judgment  of  500,000  people. 
While  the  price  paid  may  in  some  instances  have  been  more  than 
the  true  value  of  the  property,  it  is  not  unreasonable  to  assume  that 
there  are  just  as  many  instances  in  which  the  sale  price  was  less 
than  true  value,  thus  one  offsetting  the  other. 

One  of  the  strong  points  in  the  system  is  that  it  applies  the  same 
measure  of  value— the  same  yard  stick— to  each  district  and  each 
county  in  the  state.   Whether  the  values  determined  by  the  sales 
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method  be  high  or  low,  the  system  affords  a  uniform  measure  of 
value  for  the  entire  state,  and  when  intelligently  applied,  diould 

result  in  as  equitable  an  assessment  as  human  judgment  can  pro- 
duce. 

State  Squalisatiim  of  PenoaiU  Property  ABsessmnate 

The  percentage  of  the  personal  property  assessment  to  the  total 
assessment  of  the  state  has  varied  but  slightly  in  twenty  years.  In 
1890  it  was  18.1  per  cent,  in  1900,  19.8  per  cent,  and  in  1910,  17.2 
per  cent  of  the  total  assessment. 

The  difference  in  the  actual  value  of  the  two  classes  of  prop- 
erty, real  and  personal,  is  probably  very  much  less  tiian  the  differ- 
ence in  the  assessed  value.  It  is  difficult,  if  not  impossible  under 
existing  laws,  to  reach  all  forms  of  personal  property  for  purposes 
of  taxation.  This  is  especially  true  of  so-called  intangible  personal 
property.  No  state  has  yet  succeeded  in  doing  it,  so  that  l^Onnesota 

is  not  alone  in  its  failure  in  this  respect. 
» 

The  assessed  value  of  the  taxable  property  of  the  state  more 
than  doubled  in  the  ten  years  betwe^  1900  and  1910,  the  exact 
increase  being  103  per  cent.  The  average  annual  increase  was  6.7 
per  cent.  The  assessed  value  of  land,  however,  increased  more 
rapidly  than  personal  property,  the  former  showing  7.5  per  cent, 
and  the  latter  5.4  per  cent  of  an  average  annual  increase  during 
this  period. 

State  equalization  of  personal  property  is  much  more  complex 
than  that  of  real  estate.  The  sales  method  affords  a  reasonably 
accurate  measure  of  realty  values,  but  the  valuation  of  personal 
property  is  largely  a  matter  of  good  judgment,  and  an  intelligent 
discrimination  of  changing  business  conditions,  supplemented  by 
the  use  of  comparative  tables,  the  grouping  of  districts  of  the 
same  general  character  and  wealth,  and  the  use  of  the  data  fur- 
nished from  time  to  time  by  the  census  department  of  the  bureau 
of  commerce  and  labor. 

To  illustrate  the  use  of  the  data  furnished  by  the  census  de-  • 
partment,  the  number  and  value  of  the  domestic  animals  in  each 
county  of  the  state  in  1910  was  given  in  a  bulletin  issued  early  in 
1911.  The  total  value  of  such  animals  in  the  state  was  fixed  at 
$156,771,855.  The  assessed  value  of  domestic  animals  in  the  state 
in  that  year  was  $40,592,851.  Based  on  the  census  valuation  the 
average  assessed  value  in  1910  of  domestic  animals  was  25.9  per 
cent  of  true  value.  Applying  the  census  valuation  to  the  dilferent 
classes  of  domestic  animals  we  &xd  tiiat  horses  wera  assessed  on 
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an  average  basis  of  24.6  per  cent;  cattle,  32.6  per  cent;  sheep,  21.1 

per  cent,  and  swine  at  10.6  per  cent  of  census  value. 

Industrial  and  eommereial  statistics  are  also  compiled  from 
government  reports,  and  are  compared  with  the  assessors'  returns 

of  these  classes  of  i^roperty.  Financial  reports  and  insurance  car-  * 
ried  are  also  factors  in  equalization. 

The  valuations  fixed  by  the  census  department  are  not  ace^ted 
by  the  tax  commission  fus  absolutely  reliable,  but  are  used  in  con- 
junction w  ith  other  data  to  determine  approximate  values  in  dif- 
ferent counties. 

In  equalizing  pers<mid  property  assessments  comparative  tablra 

are  prepared  showing  the  assessed  value  of  classes  of  personal  prop- 
erty in  each  county  for  a  period  of  years,  and  the  per  cent  of  in- 
crease or  decrease  for  the  current  year.  Counties  and  districts  of 
tlie  same  general  character  and  wealth  are  girouped  and  compared 
by  classes  and  totals. 

When  a  county  shows  any  considerable  decrease  in  the  assessed 
value  of  personal  property  compared  with  the  preceding  assessment^ 

or  for  a  period  of  years,  a  special  investigation  is  undertaken  to 
determine  the  cause  of  the  decrease.   If  no  cause  can  be  discovered, 
increases  are  made  in  order  to  restore  the  assessment  to  its  proper  - 
place,  and  to  equalize  it  with  the  assessment  of  other  counticas  6f 
Uke  character.  ' 

The  assessment  of  bank  stock  is  perhaps  the  most  uniform  of  any 
class  of  personal  property  in  the  state.  State  and  national  banks 
are  equalized  on  a  uniform  percentage  of  tiie  aggregate  of  their 
capital,  surplus,  and  undivided  profits,  less  real  estate  owned  by 
tlie  bank. 

The  above  is  a  general  outline  of  the  methods  followed  by  the 
tax  commission  in  equalizing  personal  property  assesconents.  The 
commission  is  conscious  of  the  fact,  however,  that  unless  the  initial 
assessment  is  a  good  one,  unless  all  property  is  fully  listed  and 
equitably  valued  in  each  assessment  district,  it  is  difficult  to  over- 
'  come  its  defects  by  percentage  increases  or  decrease. 

Sacimption  from  Taxation 

The  state  constitution  provides  that  property  used  for  certain 
specified  purposes  shall  be  exempt  from  taxation.  Exempt  prop- 
erty may  be  divided. into  four  general  classes:  (1)  educational,  (2) 
religious,  (3)  charitable,  and  (4)  public* 

In  additito  to  the  above,  there  may  be  exempted  from  taxation 
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personal  property  not  exceeding  in  value  $200  for  each  householdj 
individual  or  head  of  a  family,  as  the  legislature  may  determine. 

Property  used  for  educational  purposes  includes  public  libraries^ 
public  school  houses,  academies,  colleges,  universities,  and  all  sem« 
inaries  of  learning.  Property  leased  to  an  educational  institution, 
however,  or  property  owned  by  such  an  institution  but  not  devoted 
to  or  necessary  for  its  use  is  not  ^empt  from  taxation. 

Church  property  includes  all  churches  and  houses  of  worship 
and  the  land  necessary  for  the  proper  use  and  enjoyment  of  the 
same.  Mere  ownen^p  by  a  church,  however,  does  not  necessarily 
exempt  tiie  property  from  taxation.  Under  the  decisions  of  the 
courts  a  parsonage  or  a  rectory  belonging  to  a  church,  even  though 
used  in  part  for  religious  services,  is  not  exempt  from  taxation ;  nor 
is  land  or  other  property  owned  by  a  eliureh  but  not  used  for 
church  purposes  exempt  property. 

Property  used  for  charitable  purposes  includes  public  hospitals, 
and  all  institutions  of  purely  public  charity,  such  as  almshouses, 
homes  for  orphans,  the  aged  or  depa^ents,  and  all  other  property 
devoted  exclusively  to  public  charity. 

Public  property  includes  all  property  of  the  federal  and  state 
governments,  and  the  property  of  each  municipality  of  the  state 
used  for  public  purposes.   Property  owned  by  a  municipality  but 

not  used  or  necessary  for  public  purposes  is  not  exempt  trom  taxa- 
tion. 

In  a  general  way  it  may  be  said  that  it  is  the  use,  not  the  owner- 
ship, that  determines  the  question  of  exemption.  Constitutional 

provisions  governing  exemptions,  and  statutory  laws  based  on  the 
constitution,  are  strictly  construed  by  the  courts.  Such  exemptions 
are  regarded  as  an  abrogation  of  part  of  the  sovereignty  oif  the 
state,  and  they  are  consequently  confined  to  the  s^ct  letter  of  the 

constitution,  a^nd  can  neither  be  enlarged  nor  extended  by  legislative 
enactment. 

Notwithstanding  these  restrictions  the  legislature  has  from  time 
to  time  enacted  laws  exempting  from  taxation  other  classes  of 

property  not  embraced  in  the  constitutional  provision.  It  has,  for 
instance,  attempted  to  exempt  the  property  of  incorporated  district 
and  county  agricultural  societies,  and  the  buildings  and  other  prop- 
erty owned  and  used  exclusively  by  beneficiary  associations  and  fra- 
ternal beneficiary  associations  as  well  as  an  additional  personal 
property  exemption  of  $100  for  each  member  of  the  national  guard. 

These  laws  are  clearly  unconstitutional  and  fail  to  accomplish 
the  purpose  for  which  they  were  enaeted.  As  already  stated,  the 


legislatare  has  no  authority^  either  directly  or  indirectly,  to  exempt 

property  or  persons  from  taxation  except  as  authorized  by  the  con- 
stitution, and  as  these  exemptions  are  not  authorized  by  the  con- 
stitution, it  is  held  by  the  legal  department  of  the  state  that  a 
legislative  enactment  attempting  to  do  so  is  null  and  void. 

The  consitutional  provision  relating  to  personal  property  ex- 
emption leaves  it  optional  with  the  legislature  to  decide  whether 
there  shall  or  shall  not  be  any  such  exemption,  and  if  any,  the 
amount  thereof,  not  exceeding  $200.  The  legislature  may  also 
determine  whether  the  exemption  shall  apply  to  each  household,  in- 
dividual or  head  of  a  family.  The  present  exemption  of  $100  ap- 
plies to  each  individual  subject  to  a  personal  property  assessment 

There  is  considerable  abuse  of  -the  personal  property  exemp- 
tion in  some  districts  of  the  state.  Not  a  few  people  attempt  to 
list  their  personal  property  in  the  name  of  several  members  of  the 
family.  In  some  eases  called  to  the  attention  of  the  tax  commis- 
sion personal  property  was  divided  among  as  many  as  six  members 
of  a  family  when  the  actual  and  bona  Me  owner  was  the  head  of 
the  family* 

This  practice  is  a  serious  violation  of  law  and  is  punishable  by 

fine  or  imprisonment.  Section  5033,  Eevised  Laws  of  1905,  pro- 
vides that  every  person  who,  in  making  any  statement,  oral  or 
written,  which  is  required  or  authorized  by  law  to  be  made  as  a 
basis  of  imposing  or  reducing  any  tax  or  assessment,  shall  willfully 
make  any  statement  as  to  any  material  matter  which  he  knows  to 
be  false,  shall  be  guilty  of  a  gross  misdemeanor. 

CKtoss  Earnings  TaxBS 

The  law  provides  two  general  methods  of  taxing  the  property  of 
corporations  in  Minnesota — ^the  general  property  tax  and  the  gross 
eandngs  tax.  The  prqperty  of  corporations  engaged  in  manufact- 
uring and  business  enterprises,  and  the  property  of  certain  public 
utility  corporations,  such  as  telegraph  and  sleeping  car  companies, 
and  water,  gas  and  electric  light  companies,  is  assessed  and  taxed 
on  the  ad  valorem  basis  the  same  as  like  property  of  individuals. 
Railroad  and  freight  line  companies,  and  express  and  telephone 
companies  pay  a  certain  specified  amount  of  their  gross  earnings 
in  Heu  of  all  other  tiaes.  Insurance  companies  pay  2  per  cent 
of  their  gross  premiums. 

The  first  departure  from  the  general  property  tax  as  the  sole 
lyrstem  of  taxation  was  made  before  tiie  territory  was  organized 
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as  a  state.  In  1857  the  territorial  legislature  granted  a  charter  to 
the  St.  Paul  &  Pacific  Railroad  Company,  now  a  part  of  the  Great 
Northern  system,  which  provided  that,  in  consideration  of  the 
grants  and  privileges  therein  contained,  the  company  should  pay 
into  the  treasury  of  the  territory  or  future  state,  3  per  cent  of 
its  gross  earnings  in  lieu  of  all  other  taxes  and  assessments..  A 
number  of  other  railroad  charters.were  granted  in  that  year  carry- 
ing the  3  per  cent  gross  earnings  provision. 

Prior  to  1871  the  rate  of  the  gross  earnings  tax  was  fixed  by  the 
legislature.  In  that  year  a  constitutional  amendment  was  adopted 
which  provided  that  any  diange  in  the  taxation  of  the  gross  earn* 

ings  of  railroad  companies,  either  in  rate  or  method,  must  be  sub- 
mitted to  the  people  for  their,  approval. 

In  1903  the  legislature  proposed  an  increase  of  the  gross  earn- 
ings rate  of  railroads  from  3  to  4  per  cent.  The  increase  was 
ratified  by  the  people  in  the  general  election  of  1904  and  became 
effective  in  1905^ 

The  special  session  of  the  legislature  held  in  June  of  this  year 
provided  for  an  increase  of  the  rate  from  4  to  5  per  cent,  and 
if.  approved  by  the  people  at  the  ensuing  general  election  the  new 
rate  will  become  effective  in  1913.  It  is  also  proposed  to  require 
semi-annual  payments  of  the  tax  instead  of  annual  as  heretofore. 

The  gross  earnings  principle  of  taxation  has  been  extended  to 

telephone,  express,  freight  line  and  insurance  companies.  Tele- 
phone companies  pay  3  per  cent,  and  express  and  freight  line  com- 
panies 6  per  eent  of  gross  earnings,  wd  ipsnrance  comipanies  2 
per  cent  of  gross  premiums. 

On  or  before  February  1st  of  each  year  all  companies  subject 
to  the  gross  earnings  tax  are  required  to  Sle  an  itemized  statement 
with  the  tax  commission  and  a  duplicate  with  the  public  examiner 

showing  the  gross  earnings  for  the  preceding  year. 

The  tax  commission  computes  the  tax  and  certifies  the  amount 
to  the  state  auditor  who  makes  a  draft  on  the  compfuay  for  the 
amount  of  the  tax  and  places  it  in  the  hands  of  the  state  treasurer 

for  collection. 

In  ease  of  failure  to  report  eiumings  within  the  prescribed  time 
the  tax  commission  notifies  the  company  of  such  failure,  and  if  the 
default  continues  for  thirty  days  after  the  service  of  such  notice, 
the  commission  proceeds  to  fix  the  amount  of  the  gross  earnings 
for  the  preceding  year  from  the  best  evidence  it  can  obtain  and  tiben 
adds  a  penalty  equal  to  25  per  cent  of  the  tax  for  such  failure. 
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With  the  exception  of  the  tax  on  insurance  premiums  no  dis- 
tribution of  the  gross  earnings  tax  is  made  to  municipalities.  The 
reedlptB  from  this  source  are  credited  to  the  rey^ue  fund  of  the 
state  and  in  1911  eonsfitated  about  57  per  cent  of  the  total  state 

revenues  derived  from  taxation. 

Basis  of  Valuation  for  Taxation  PurpoMS 

Ever  since  Minnesota  became  a  state  we  have  had  a  law  among 
our  statutes  requiring  that  ''all  property  shall  be  a^^ssed  at  its 
true  and  full  value  in  money."  Another  statutory  provision  equally 

ancient  defines  ''true  and  full  value"  as  meaning  ''the  usual  selling 
price  at  the  place  where  the  property  to  which  the  term  is  applied 
shall  be  at  the  time  of  asseeNnn^ty  being  the  price  which  could  be 
obtained  therefor  at  private  sale,  and  not  at  forced  or  auction 
sale."  It  is  hard  to  see  how  these  statutes  could  be  made  more 
expUeit  or  how  anything  could  be  added  that  would  make  them 
easier  to  understand;  but  notwithstanding  tiiieir  clear  and  num- , 
datory  terms  they  have  never  been  enforced  nor  obeyed,  but  haro 
been  willfully  and  unblushingly  violated  by  assessors,  boards  of 
equalization  and  taxpayers  everywhere  from  the  very  begixming.. 
Never  since  the  first  assessor  started  on  his  thankless  task  has  prop- 
erty of  any  kind  in  Minn^ta  been  assessed  at  its  'Hrue  imd  full 
value"  nor,  with  few  exceptions,  has  any  serious  attempt  ever  been 
made  to  so  assess  it.  The  uniform,  universal  custom  has  been  to 
assess  at  from  25  to  50  per  cent  of  actual  value;  and  this  custom 
has  had  the  long  continued  approval  of  the  people,  the  silent  sup-' 
port  of  the  lawmaking  and,  in  a  large  measure,  the  acquiescence 
of  the  law  enforcing  departments  of  the  state  government. 

•  'Phe  causes  which  have  led  to  the  downfall  of  the  law  are  rooted 

deep  in  human  selfishness  and  oflficial  inefficiency,  and  are  much 
easier  to  find  than  they  are  to  remedy.  First  and  foremost  among 
them  is  the  disposition  on  the  part  of  taxpayers  generally  to  shirk 
just  as  much  of  the  public  burden  as  they  can.  The  next  in  im-' 
portanee  is  the  very  large  number  of  weak  and  incompetent  as- 
sessors. The  local  assessor  is  the  keystone  of  our  whole  taxing 
system  and  unless  he  is  a  man  of  good  judgment,  familiar  with 
values  and  endowed  with  sufficient  moral  courage  to  be  fair,  his 
work  invariably  falls  far  short  of  the  legal  standard  and  very  often 
degenerates  into  a  mere  travesty  on  justice.  The  office  of  assessor,  as 
at  present  constituted,  because  of  the  meager  pay  and  small  m- 
portance  attached  to  it  by  citizens  generally,  is  seldom  sought  after 
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by  capable  men.  More  often  than  not  men  competent  to  make  a 
good  assessment  if  tendered  the  position  refuse  to  accept.  Fre- 
quently the  place  is  given  to  someone  simply  because  he  ''needs" 
it,  or  because  he  will  do  the  work  for  less  than  anybody  else,  or  be- 
cause he  will  be  an  ''easy  mark''  for  influential  tax  dodgers.  Men 
of  this  type  soon  discover  that  the  surest  way  to  remain  long  iu 
office  is  to  be  ''easy"  and  "  accommodating  "and  above  aJU  to  keep 
the  ^assessment  of  their  district  down  to  the  lowest  possible  i)oint. 
The  inevitable  outcome,  of  course,,  is  a  low  assessment.  Another 
strong  factor  in  lowering  the  standard  of  assessment  can  be  easily 
traced  to  .the  overzealous  dadre  on  the  part  of  many  boards  of 
equalisation  to  keep  the  Sssessment  of  their  constituents  just  a  little 
below  their  neighbors.  All  of  these  forces  working  together  have 
so  completely  undermined  the  law  that  there  is  little  left,  but  the 
ink  with  which  it  is  printed. 

As  early  as  1878  it  was  apparent  to  ihe  legislature  that  assessors 
were  not  enforcing  the  law  and  they  passed  an  act  providing, 

among  other  things,  that  each  year  before  beginning  their  work 
they  should  meet  at  the  office  of  the  county  auditor  for  conference 
with  him  in' regard  to  their  duties.  While  the  manifest  purpose 
of  this  law  was  to  aid  in  bringing  the  assessment  up  to  the  legal 
standard,  in  actual  practice  it  has  worked  just  the  reverse.  Evi- 
dently construing  it  as  giving  them  power  to  do  about  as  they 
pleased  in  assessing  property  it  has  been  the  well-nigh  universal 
practice  for  assessors  at  these  meetings,  in  direct  violation  of  the 
law  requiring  that  all  property  shall  be  assessed  at  its  "true  and 
full  value,"  to  adopt  resolutions  embodying  agreements  to  ssm^ 

different  kinds  and  clraaes  of  properly  in  differeait  wa^ns  alid  «k 
different  rat^.  V  -  ......  ) 

>•"*•■••       •  -         ■  . .   ■        .....  ,  . 

In  nearly  isll  of  the  counties  these  resolutions  provide  that  cer- 
tain specified  classes  of  personal  property  shall  be  assessed  at  so 
much  per  article  and  different  kinds  and  classes  of  live  stock  at  sp 
much  per  head;  the  result  being  that  a  piuio  worth  $300  is  assessed 
the  same  as  one  worth  $50,  and  a  horse  worth  $200  at  no  more  than 
one  worth  $40.  After  providing  in  this  way  for  the  assessment  of 
certain  selected  classes  and  kinds  of  property  the  resolutions  usual- 
ly contain  a  residuary  clause  providing  that  all  other  property 
shall  be  assessed  at  a  certain  designated  per  cent  of  its  real  value. 
These  percentages  range  in  the  different  counties  all  the  way  from 
25  to  50  ]per  cent  of  real  value.  In  no  county  are  all  classes  V>f 
property  assessed  at  the  same  per  cent  of  ''true  and  full  vidue"; 
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and  in  several  counties  all  lands  are  assessed  at  the  same  rate 

per  acre  regardless  of  value. 

Basis  of  Valuaition  for  Taxation  Purposes — No.  2 

Coupled  with  the  statute  requiring  that  property  shall  be  as- 
sessed ''at  its  true  and  full  value  in  money"  is  another,  equally  ex- 
plicit, providing  tiiat  all  property  not  exempt  from  taxation  abaU 
be  listed  and  assessed.  While  this  provision  of  law  is  not  violated 
by  assessors  in  the  same  open  and  systematic  way  as  the  one  requir- 
ing ''full  valuation"  it  is,  nevertheless,  willfully  violated  in  a 
great  many  assessment  d^tricts  every  year.  In  many  distriets  it 
has  long  been  the  custom  to  assess  five  horses  as  four,  three  cows 
as  two,  and  so  on  down  through  all  the  classes  on  the  list,  the  pur- 
pose in  most  eases  being  to  keep  down  the  assewmi^t  of  the  district 
by  keeping  up  the  average  assessment  of  each  article  in  a  given 
class,  while  in  a  few  eases  it  may  be  resorted  to  for  the  purpose  of 
favoring  the  assessor's  friends. 

If  all  property  was  assessed  at  a  uniform  given  per  cent  of 
"true  and  full  value"  the  result  would  be  a  square  deal  for  every- 
body. If  the  law  permitted,  there  would  be  no  inherent  vice  in 
^'undervaluation"  so  long  as  everybody  was  treated  alike.  But 
when  property  that  should  be  taxed  is  omitted  from  the  rolls;  and 
when  every  article  in  a  given  class  is  assessed  at  a  fixed  sum  re- 
gardless of  value  a  square  deal  is  impossible.  Such  methods  in- 
variably result  in  the  grossest  injustice  not  only  to  districts  taken 
as  a  whole,  but  to  individual  taxpayers  as  well,  and  are  unques- 
tionably the  most  vicious  and  indefensible  of  all  the  illegal  prac- 
tices that  have  fastened  themselves  upon  our  taxing  system  during 
fifty  years  of  lawbreaking.  They  work  almost  invariably  in  favor 
of  taxpayers  owning  high  grade  and  costly  property,  and  against 
the  owners  of  inferior  and  inexpensive  property.  In  short,  they 
favor  tibe  rich  as  against  the  poor,  and,  worst  of  all,  they  leave 
the  small  taxpayer  without  any  adequate  means  of  redrew.  It  is 
just  about  as  expensive,  and  takes  just  as  much  time,  to  obtain 
relief  from  an  overassessment  against  the  small  holdings  of  a  poor 
mm  as  it  does  to  coireet  an  assessment  involving  thousands  of 
dollars ;  and  the  result  is  that  the  small  taxpayer  submits  to  the 
wrong  because  he  cannot  afford  to  do  anything  else,  while  the 
large  taxpayer,  because  of  the  large  amount  involved,  can  afford 
to  and  does  nsaally  fight  for  his  rights  and  ^et  his  unfair  assess- 
ment corrected, 
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Equality  and  justice  in  taxation  under  our  laws  depend  almost 
entirely  upon  the  ass^or.  He  is  by  far  the  most  important  officer 

who  has  anything  to  do  with  taxation.  If  he  makes  his  assess- 
ment in  the  way  that  the  law  provides,  or  even  if  he  makes  it  at  a 
uniform  defimte  per  cent  of  ''true  and  full  value''  approximate 
justice  will  prevail  between  the  individual  taxpayers  of  his  dis- 
trict; but  if  on  the  other  hand  he  makes  it  in  accordance  with  the 
agreements  usually  adopted  at  assessors'  meetings,  or  if  he  omits 
any  considerable  amount  of  taxable  property  from  his  list,  the  as- 
sessment inevitably  abounds  in  the  grossest  inequalities — and  they 
are  inequalities  that  cannot  be  corrected  by  equalization.  If  they 
could,  the  situation  would  not  be  so  bad,  but  as  a  rule  every  at- 
tempt to  equalize  simply  tends  to  make  a  bad  matt»  worse.  Noth- 
ing short  of  doing  the  work  over  again  will  correct  such  assess- 
ments. The  inequalities  existing  between  assessment  districts  and 
counties  can  be  smoothed  out  and  equalized  fairly  well  by  boards 
of  equalization,  but  not  so  the  inequalities  between  individuals  that 
r^alt  from  following  the  illegal  methods  above  described.  Never 
tnitil  we  are  able  to  get  away  from  these  conditions  and  have  every- 
thing assessed  in  strict  accordance  with  the  law  will  we  have  any- 
thing even  approximating  equality  and  justice  between  individual 
taxpayers. 

The  next  article  will  set  forth  some  of  the  obstacles  in  the  way 
of  assessing  property  ''at  its  true  and  full  value." 

Sane  of  tlM  Reasons  Why  Property  is  Not  Aasesaed  at  FnU  Vahw 

As  shovra  in  the  two  preceding  articles  the  law  requiring  that 
"all  property  shall  be  assessed  at  its  true  and  full  vahie  in  money'* 

has  never  been  obeyed.  Instead  of  assessing  at  true  and  full  value 
it  is  the  universal  custom  to  assess  at  from  25  to  50  per  cent  of 
true  value.  Instead  of  assessing  every  article  in  a  given  class  of 
property  at  full  value,  or  at  a  given,  uniform  percentage  of  full 
value  it  is  the  universal  custom  to  assess  every  article  in  certain 
classes  of  property  at  a  fixed  sum  regardless  of  value ;  and  instead 
of  assessing  all  property  not  exempt  from  taxation  it  is  the  custom 
in  many  districts  to  willfully  and  systematically  omit  a  large  amount 
of  personal  property  from  the  rolls.  All  of  these  methods  are,  of 
course,  illegal  and  all  of  them  have  been  adopted  in  open  and  direct 
violation  of  perfectly  clear  and  unequivocal  statute  requiring  that 
all  property  not  exempt  shall  be  listed  and  assessed,  and  that  all 
qf  it  shall  be  assessed  at  true  and  full  value. 
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For  the  willful  failure  to  assess  all  property  subject  to  taxation, 
and  for  the  assessment  of  every  article  in  a  given  class  at  the  same 
figure  regardless  of  value  there  is  no  possible  excuse.  Such  meth- 
ods, as  we  have  shown,  are  grossly  unfair  and  work  irreparable 
injury  to  individual  taxpayers;  but  for  the  assessment  of  property 
at  a  certain  uniform  per  cent  of  full  value,  instead  of  at  full  value, 
a  great  deal  can  be  said  in  justification.  During  the  fifty-four 
years  since  we  became  a  state  many  laws  have  been  passed  which 
are  based  upon  the  prevailing  custom  of  assessing  property  at  from 
25  to  50  per  cent  of  true  imd  full  value  instead  of  upon  the  stetute 
requiring  that  assessment  be  made  at  **true  and  full  value." 

First:  The  salaries  of  coimty  auditors  and  their  clerks;  of 
county  treasurers;  and,  in  part,  the  salari^  of  judges  of  probate 
are 'fixed  and  determined  by  the  assessed  valuation  of  the  county, 
and  if  property  was  assessed  at  true  and  full  value  as  required  by 
law  the  salary  of  every  one  of  these  ofiGicials  would  be  increased  to 
an  amount  far  in  excess  of  that  intended  by  the  le^lature. 

Second;  The  indebtedness  which  counties,  cities,  villages  and 
towns  can  incur  is  definitely  limited  by  law;  cities  of  the  first  class 
being  limited  to  5  per  cent  of  their  assessed  valuation,  and  the 
other  mimieipalities  to  10  per  cent.  If  all  property  was  assessed 
"at  its  true  and  full  value''  it  wwld  be  possible  for  all  these  munic-  • 
ipalities  to  incr^e  their  indebtedness  at  least  threefold. 

Third :  The  power  of  counties,  cities,  villages,  towns  and  school 
districts  to  raise  money  by  taxation  is  definitely  limited  by  law  to 
certain  maximum  rates.  For  example,  the  highest  rate  that  can  be 
imposed  in  any  county  for  general  revenue  purposes  is  one  per 
cent.  The  same  thing  is  true  at  varying  rates  for  all  the  other 
municipalities.  It  is  plain,  tiierefore,  that  the  amomit  of  money 
any  municipality  can  raise  by  taxation  is  limited  by  the  amount 
of  its  assessment,  and  it  is  equally  plain  that  if  property  in  any 
municipality  is  assessed  at  ''true  and  full  value"  it  can  raise  three 
tim^  as  mucb  as  it  could  if  the  assessment  was  made  at  one-third 
of  full  value.  The  rate  of  taxation  in  many  communities  has  al- 
ready reached  the  maximum,  and  if  assessments  were  made  at  a 
higher  per  cent  of  true  value  than  the  prevailing  custom^  taxes 
would  undoubtedly  be  much  higher  than  they  are  at  present. 

Fourth:  A  very  considerable  part  of  the  revenue  obtained  by 
direct  taxation  k  derived  from  taxes  levied  for  certain  sj^eeific 
purposes  at  rates  which  are  definitely  fixed  by  law,  such  as  the 

''one  mill  school  tax,"  and  the  one-tenth  of  mill  tax  for  ike  **Sot 
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diers'  relief  fund"  and  the  like.  The  rate  of  these  taxes  remuins  the 
same  year  after  year  regardless  of  the  taxable  valuntion  of  tiie 
state  or  of  the  needs  of.  the  inatitutions  for  whieh  the  tax  is  levied, 
and  it  can  only  be  changed  by  amending  the  law.  The  aggregate 
rate  of  all  these  so-called  "special  taxes"  at  present  amounts  to 
2,58.  mills  on  each  dollar  of  assessed  valuation,  and  the  total  rev- 
enue derived  from  them  in  1911  was  approximately  $3,000,000.  If 
property  in  that  year  had  been  assessed  at  its  true  and  full  value 
as  provided  by  law  these  taxes  would  have  been  increased  fully 
threefold,  and  would  probably  have  amounted  to  more  than  $9,- 
000,000. 

Id.  short,  if  the  law  requiring  that  ' '  all  property  shall  be  assessed 
at  its  true  and  full  value"  were  rigidly  enforced  it.  would  in- 
evitably result  in  a  large  and  needless  increase  in  taxes;  in  a  great 
and  uncalled  for  increase  in  salaries;  most  likely  in  a  great  in- 
crease in  municipal  indebtedness,  and  in  a  general  and  unw,arranted 
demoralization  of  our  entire  revenue  system. 

The  next  article  wiU  show  tbe  efforts  l^t  have  been  made  to 
c»rreet  these  evils. 

Efforts  of  tibe  Legislature  to  Amend  the  AssessnufBCl  Laws  So  That 
They  Could  be  Strictly  Enforced 

In  the  last  article  we  endeavored  to  show  that  if  property  was 
assessed  at  its  true  and  full  value  in  money  as  provided  hy  Iaw, 
without  fir^t  amending  several  inconsistent  statutes,  the  result 
would  be  a  great  and  needless  increase  in  taxes ;  an  uncalled  for 
increase  in  the  salaries  of  several  hundred  county  officials  and  their 
clerks,  and,  in  all  probability,  in  a  great  increase,  in  municipal  in- 
debtedness. 

Justice  in  taxation  can  only  be*  attained  by  a  strict  compliance 
with  the  law.  This  is  proven  by  universal  experience.  There  is  no 
other  way.  With  rare  exceptions,  when  an  assessor  violates  the 
'  law  and  sets  up  a  standard  of  his  own  he  either  inflicts  an  injury 
upon  some  individual  taxpayer  or  else  he  does  injustice  to  every 
other  taxpayer  in  the  state.  As  a  general  rule  every  step  he  takes 
outside  the  straight  and  narrow  path  provided  by  law  leads  to 
greater  and  more  glaring  inequalities,  and  in  many  cases  if  he 
gets  too  fai;away  his  work  degenerates,  as  we  have  said  before, 
into  a  mere  travesty  on  justice. 

Because  of  the  lack  of  harmony  in  the  laws  which  we  have 
pointed  out  taxpayers  in  Minnesota,  to  use  an  apt  expression,  are 
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placed  squarely  ^'between  the  devil  and  the  deep  sea.''  If  the 
law  was  strictly  ^tiforced,  every  one  of  them  would  be  mulcted 
with  needless  taxes,  and  because  it  is  not  so  enforced  injvstiee  is 

annually  inflicted  upon  a  large  majority  of  them. 

Bealiziug  that  a  just  and  equitable  assessment  of  property  in 
this  state  was  practically  impossible  nnlera  and  nntil  these  con- 
tradictory laws  were  amended  and  harmonized,  the  tax  eommission 
in  1909  placed  before  the  legislature  all  of  the  facts  bearing  upon 
the  matter  and  asked  that  the  assessment  laws  be  so  amended  that 
they  conld  be  strictly  enforced  without  unnecessarily  inerea«dng 
taxes  and  without  injustice  to  anybody.  Several  conferences  were 
held  with  members  of  the  committees  on  taxes  and  tax  laws  of  the 
hoi;^  and  senate  and  the  whole  matter  thoroughly  canvassed  and 
the  eonelusion  finally  reached  that  it  would  be  better,  all  things 
considered,  to  amend  the  law  to  conform  to  long  established  cus- 
tom than  it  would  be  to  undertake  to  enforce  an  assessment  at 
true  and  full  value.  A  bill  was  accordingly  drawn  providing  among 
oth^  things  that,  except  as  may  be  otherwise  provided  by  law 
all  property  subject  to  a  general  property  tax  shall  be  valued  at 
its  true  and  full  value  in  money,  which  shall  be  entered  opposite 
each  item  on  the  assessment  rolls,  and  shall  be  assessed  at  50  per 
cent  of  such  true  and  full  value.  Such  assessed  value  shall  in  all 
eases  be  taken  and  considered  to  be  the  value  of  such  property  for 
purposes  of  taxation,  and  shall  be  the  value  upon  which  the  tax 
levy  lE^iall  be  made." 

The  bill  was  introduced  in  the  house  by  the  chairmwi  of  the 
committee  on  taxes  and  tax  laws,  and  after  the  adoption  of  an 
amendment  changiug  the  basis  of  assessment  from  50  per  cent  of 
true  value  to  40  per  cent  it  passed  thsA  body  and  was  transmitted 
to  the  senate  where,  after  a  brief  debate,  it  was  ''indefinitely  post- 
poned." 

The  failure  of  the  bill  to  pass  was  due  not  so  much  to  hostility 
to  the  principle  involved  as  it  was  to  the  inability  of  the  members 

to  agree  upon  the  per  cent  of  true  value  at  which  the  assessment 
should  be  made.  A  plurality  but  not  a  majority  of  the  members 
favored  *the  50  per  cent  basis  provided  in  the  bill  as  introduced. 
Some  favored  30  per  cent,  others  40,  others  45,  and  others  60;  and 
in  the  house  one  member  offered  an  amendment  providing  that  prop- 
erty containing  iron  ore  should  be  assessed  at  60  per* cent  of  its 
true  value,  city  property  at  50  per  cent,  and  farm  property  at  40 
per  cent.  Out  of  this  multiplicity  of  views  it  seemed  impossible  to 
reach  common  ground.   The  bill  landed  at  the  end  of  the  session 


in  the  legislative  ash  heap  where  it  slumbered  until  the  following 
session.  But  the  legislature  recognizing  the  urgency  of  the  matter, 

and  feeling  that  something  must  be  done  to  relieve  the  situation, 
just  before  it  adjourned  sine  die  adopted  a  concurrent  resolution 
requesting  the  commismon  to  adhere  to  ejosting  methods  until  the 
legislature  met  again. 

Efforts  of  the  Legislature  to  Amend  the  Assessment  Laws  and  Sug- 
gestions by  the  Tax  Commission 

Having  failed  in  1909  in  every  effort  to  amend  the  laws  govern- 
ing the  assessment  of  property  and  recognising  the  embarrassment 
of  the  situation  the  legislature  on  the  last  day  of  the  session  adopt- 
ed the  following  concurrent  resolution: 

Be  it  resolved  by  the  Senate,  the  House  of  Representatives  concurring: 
That,  whereas  the  basis  of  valuation  of  property  for  taxation  in  this 
state  has  actually  been  other  than  its  true  value,  and  the  financial  affairs 
oC  the  various  counties,  municipalities  and  state  institutions  have  been  reg- 
ulated so  as  to  accord  with  the  present  taxa]>le  valuation  of  proper^^  and 

Wbereas,  there  Is  legislation  pending  looking  to  the  establishment  of 

a  more  uniform  basis  of  actual  valuation  for  taxation,  and  such  a  basis  would 
affect  the  affairs  of  state  institutions,  municipalities,  and  counties,  therefore, 
be  it  resolved  by  the  Senate,  the  House  of  Representatives  concurring: 

That  the  state  tax  commission  be,  and  it  is  hereby  requested  to  take 
into  consideration  in  any  regulation  it  may  make  as  to  the  valuation  of  prop- 
erty  for  taxation,  the  values  which  have  heretofore  been  given  such  prop- 
erty, and  tiiat  the  commission  so  act  as  not  to  create  any  radical  dumges 
in  the  present  assessed  valuation,  such  as  would  derange  the  relations  which 
have  been  created,  and  now  exist,  between  the  incomes  and  salaries  paid  by 
different  institutions,  municipalities,  and  public  offices  throughout  the  state; 
and  thereby  allow  the  present  relative  values  to  continue  until  the  next 
session  of  the  legislature. 

The  unfortunate  situation  was  again  presented  to  the  legislature 

in  all  its  bearings  in  1911  but,  measured  by  results,  the  outcome 
was  even  more  discouraging  than  in  1909.  A  bill  providing  that 
all  property  should  be  assessed  at  50  per  cent  of  ''its  true  and  full 
value  in  money/'  aft^  being  amended  to  read  33  1-3  per  cent, 
passed  the  senate  with  little  opposition  late  in  the  session  and  was 
transmitted  to  the  house.  After  careful  consideration  by  the  house 
eommittee  on  taxes  and  tax  laws  it  was  again  radically  amended 
and  as  it  finally  passed  that  body,  provided  that  all  property  sub- 
ject to  the  general  property  tax  should  be  divided,  for  purposes  of 
taxation,  into  four  classes.  Class  1  was  to  cover  the  homestead 
of  the  taxpayer  which  was  to  be  amessed  at  33  1*^  per  cent  of  its 
true  and  full  value.  Class  2  was  to  include  all  other  real  estate 
which  was  to  be  assessed  at  50  per  cent  of  its  true  value.  Class  3 
was  to  include  household  goods  and  furniture,  wearing  apparel, 
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musical  instruments,  and  sewing  machines  which  were  to  be  aa- 
aessed  at  25  per  cent  of  full  and  true  value.  Glass  4  covered  all 
personal  property  not  included  in  elass  3  which  was  to  be  assessed 

at  50  per  cent  of  full  value.  ,  *  ' 

Upon  the  return  of  the  bill  to  the  senate  for  eoneurrenee  in  tke 
house  amendments  the  senate  refused  to  concur.  Conference  com- 
mittees were  appointed  in  both  bodies  for  the  purpose  of  reaching 
an  agreement,  but  in  the  rush  and  turmoil  of  the  closing  hours 
of  the  sessdon  the  eoiomittees  were  unable  to  get  togetiier  and  ik^ 
bill,  like  its  predecessor  in  1909,  failed  to  reach  final  passage. 

The  troublesome  condition  still  confronts  us  and  is  productive 
of  increasing  embarrassment  in  every  direction.  Letters  from  local 
assessors  and  county  officers  are  constantly  being  received  asking 
for  instructions  as  to  what  percentage  of  true  and  full  value  should 
be  used  in  the  valuation  of  property  for  taxation.  The  only  reply 
which  the  commission  has  been  able  to  make  is  to  call  attention  to 
tibie  statute  prescribing  that  property  should  be  assessed  at  its  true 
and  full  value  and  to  the  legislative  resolution  requesting  that  it 
should  not  be  so  assessed. 

Justice  to  taxpayers  and  tax  officials  alike  demands  that  the 
matter  should  no  longer  be  left  in  the  chaotic  and  contradictory 

condition  in  which  it  is  at  the  present  time.  Either  the  laws  now 
obstructing  the  assessment  of  property  at  true  and  full  value  should 
be  so  amended  that  it  can  be  so  assessed,  or  provision  should  be 
^  made  by  law  for  its  assee^smrat  at  some  specified  per  cent  of  full 
value.  The  situation  should  be.  squarely  met  and  the  question 
solved  without  further  delay.  '  '       .  .  ' 

There  is  nothing  sacred  about  the  *'true  and  full  value'*  stand- 
ard. Any  easily  figured  fraction  of  ''full  and  true  value"  would 
answer  nearly  as  well.  The  important  thing  is  not  the  standard  but 
the  enforcement  of  it  If  we  were  starting  anew  we  w5uld  un* 
hesitatingly  recommend  the  "full  value standard;  but  in  the  face 
of  the  long  established  custom  in  the  state  of  assessing  at  from  25 
to  50  per  cent  of  full  value  and  the  practical  difficulties  in  the  way 
of  amending  the  many  statutes  which  stand  in  tiie  way  of  stt^  & 
consummation,  we  have  no  hesitancy  in  recommending  that  the 
assessment  be  placed  upon  a  fixed  basis  of  50  per  cent  of  full  value. 
We  believe  that  this  basis  can  be  strictly  maintained  throughout 
the  entire  state  without  injustice  to  anybody.  Or  if  a  clai^ti&ed 
basis  seems  more  desirable  to  the  legislature,  we  would  suggest 
that  the  classification  be  based  upon  the  character  of  the  property. 
Non-productive  property  like  household  goods  and  wearing  apparel 
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to  be  assessed  on  a  basis  of  say  25  per  cent  and  property  that  can 
be  made  productive,  on  a  basis  of  50  per  cent  of  full  value.  The  all 
important  thing,  however,  is  that  the  whole  matter  be  definitely 
settled  at  the  earliest  possible  moment  so  that  the  law  can  be  strict- 
ly enforced.  -  . 

The  LoGRl  AflseMMT  aad  His  Aaseasmeat 

In  preceding  articles  somethmg  has  already  been  said  as  to  the 
diffieidty  of  seeuring  a  fair  valHatioit  arising  from  the  ineffid^t 
work  of  many  of  the  local  assessors.  This  inefficiency  is  the  product 
of  many  differing  causes,  viz ;  -  ^ 

1st.  The  nsnal  compensation  by  Ikw  allowed  an  assessor,  $2 
per  day,  is  altogether  inadequate.  Out  of  this  meager  stipend  he 
is  required  to  pay  his  traveling  and  other  expenses.  This  practiciEil- 
ly  leaves  him  without  any,  or  at  best,  a  very  small  compensation 
folr  his  time  and  services.  It  compels  him  to  ' '  rush ' '  his  work,  and 
to  do  it  in  the  easiest  and  quickest  way  possible.  Yet  the  assessor 
is  the  most  important  local  official  who  has  aiiything  to  do  with 
our  taxing  systezh.  He  shoold  be  &  Boan  of  soond  judgment, 
familiar  with'  the  character  and  value  of  the  various  kinds  of  prop- 
erty he  is  to  assess.  He  should  not  be  dependent  for  his  office  upon 
the  votes  of  those  whose  property  he  is  to  value.  He  should  have 
the  moral  courage  to  resist  all  importunity  and  avoid  all  prejudice. 
He  should  be  free  from  all  partisanship,  favoritism,  and  vindictive- 
ness.  In  short,  he  should  be  the  broadest  minded,  fairest,  and  best 
man  in  the  district.  The  services  of  such  men  cannot  be  secured 
for  the  unalluring  e<Hnpensa1ion  of  $2  per  day,  less  expenses. 

2nd.  Even  where  the  assessor  is  competent  and  honest,  and 
there  are  many  such,  he  is  confronted  with  embarrassing  eireum- 
stanees  which  militate  against  a  good  assessment.  His  thankless 
duty  is  to  pry  into  the  affairs  of  his  friends  and  neighbors ;  to  force 
them  to  list  all  their  property,  and  to  see  that  it  is  fairly  valued. 
Duriag  the  assessment  season  "his  hand  is.  against  evei!>'  man,  and 
every  man's  hand  is  against  him.'*  "  ' ' 

3rd.  As  a  general  rule  assessors  are  timid  and  conservative; 
they  are  conservative  because  they  are  timid.  Instead  of  making 
a  new  and  thorough  valuation  each  year  they  are  prone  toi  adopt 
and  copy  the  valuations  of  the  preceding  year.  It  is  much  easier 
to  remain  stagnant  than  it  is  to  progress.  Generally  the  assessor 
considers  his  work  well  done  if  his  assessment  is  ' '  about  the  sune 
as  last  year/' 
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4th.  The  same  conservatism  controls  his  method  of  assessing 
property,  particularly  personalty.  A  listing  blank  is  given  to  the 
taxpayer  to  be  by  him  filled  out  and  returned  to  the  assessor.  The 
law  contemplates  that  the  owner  shall  list  the  different  articles 
of  property  owned  by  him,  and  that  the  assessor  shall  determine 
its  value.  The  owner  merely  furnishes  the  inventory,  and  the  as- 
sessor fixes  the  valuation.  But  during  all  of  the  54  years  of  our 
statehood  it  has  become  the  usual  and  almost  universal  custom 
for  the  owner  of  taxable  personal  property  not  only  to  furnish  an 
inventory  of  such  property,  but  to  also  fix  the  assessed  value  there- 
of, and  this  valuation  jthe  assessor  accepts  and  copies  into  his  books. 
The  effect  of  this  is  that  each  taxpayer  practically  makes  his  own 
assessment ;  in  other  words,  determines  for  himself  the  amount  he 
will  contribute  to  the  support  of  the  government  under  which  he 
lives. 

Such  are  some  of  the  many  defects  which  our  half  century's 
experience  has  shown  to  be  inherent  in  our  local  assessorship  sys- 
tem. So  flagrant  and  serious  are  they  that  it  is  self-evident  that 
some  other  method  of  making  the  initial  assesraient  must  be  de- 
vised before  such  assessments  will  cease  to  be  a  howling  farce. 

The  £.emedy  for  Unfair  Assessments 

The  most  important  element  in  the  assessment  of  property  for 
taxation  is  not  that  the  valuations  be  either  high  or  low,  but  that 
they  be  fair  and  uniform;  that  all  kinds  of  property  of  like  char- 
acter and  of  equal  value  should  be  assessed  at  the  same  value  re- 
gardless of  the  social,  political,  or  personal  standing  and  influence 
of  its  owners. 

It  is  self-evidwt  that  so  long  as  the  present  system  of  local 

assessors  is  retained  there  caimot  be  any  such  thing  as  a  fair  and 
uniform  valuation  of  property  as  between  the  owners  thereof  in 
the  same  taxing  district.  The  local  conditions  and  influences  which 
inevitably  surround  and  embarrass  the  local  assessor  are  such  that 
no  matter  how  conscientious  he  may  be  he  cannot  fairly  and  im- 
partially fix  the  valuation  of  the  property  of  his  neighbors,  friends, 
and  enemies.  Do  the  best  he  can,  either  favoritism  or  prejudice, 
charity  or  overmastering  influence  warp  his  judgment  and  militate 
against  the  integrity  of  his  assessment. 

It  is  most  important  that  this  local  or  initial  assessment  should 
be  as  fair  and  perfect  as  it  is  possible  to  make  it.  It  is  Hie  founda- 
tion upon  which  all  of  the  taxes  levied  upon  the  valuation  of  prop- 

69 


erty  is  predicated.  It  directly  concerns  the  individual  taxpayer, 
and  is  intended  to  place  him  upon  an  equality  with  his  neighbors^ 
If  it  fails  to  do  this  he  pays  either  a  higher  or  a  lower  tax  than 
he  should.  The  present  system  not  only  fails  to  give,  but  is  a 
positive  impediment  to  fair  and  uniform  taxation. 

How  can  tiiis  unwholesome  state  of  i^airs  be  remedied!  While 
an  absolutely  perfect  system  cannot  be  devised,  a  great  improve- 
ment can  be  made  by  the  enactment  of  laws  based  upon  the  follow- 
ing principles,  viz : 

Ist.  The  assessor  should  not  be  subject  to  the  embarrassing 
influences  already  mentioned.  As  far  as  possible  he  should  be  free 
from  any  relationship,  connection,  or  association  with  the  persons 
whose  property  it  is  his  duty  to  assess. 

2nd«  The  assessor  should  be  a  person  who  by  experience  and 
familiarity  with  the  various  kinds  of  taxable  property  has  become, 
to  some  extent,  an  expert  in  valuations.  The  better  '^posted"  he 
is  as  to  the  values  of  property,  the  more  competent  he  is  to  assess 
it 

3rd.   In  order  to  become  such  an  expert,  and  he  can  become 

so  only  by  experience,  his  term  of  office  should  be  long  enough 
to  enable  him  to  familiarize  himself  with  the  character  and  values 
of  assessable  property  as  it  is  bought  and  sold  in  the  local  markets. 

4th.  His  compensation  should  be  sufficient  to  enable  him  to 
devote  all  of  his  time,  not  for  a  few  wrecks  merely  but  for  his  en- 
tire official  term,  to  gathering  information  and  data  which  will 
enable  him  to  include  all  taxable  property  in  his  assessment  and  to 
value  it  on  a  uniform  basis. 

5th.  With  proper  limitations  he  should  be  amenable  for  the 
fairness  and  thoroughness  of  his  work  to  some  controlling  super- 
visory power  in  the  state  which  could  correet  any  errors  he  nuf^t 
make. 

After  long  and  careful  consideration  of  the  matter  the  state 
tax  commission  has  become  convinced  that  the  most  feasible  way 
in  which  to  secure  a  fair  and  equitable  assessment  of  taxable  prop- 
erty is  to  abolish  the  office  of  local  assessor  and  to  substitute  in  its 
place  that  of  a  county  assessor.  As  required  by  law^  the  commis- 
sion formulated  and  submitted  to  the  last  two  legislatures  bills 
to  that  effect  In  each  ease  tke  bills  failed  of  passage. 

The  County  Assessor  Bill 

The  bill  establishing  a  county  assessor  in  each  county,  in  place 
of  th6  2,300  or  more  local  assessors,  which  was  submitted  to  the 

63^ 


last  two  legislatures,  and  will  be  again  submitted  to  the  next  legis- 
lature,  is  too  voluminous  to  be  here  set  forth  in  detail.  Many  ver- 
baly  but  otherwise  immaterial,  ehaoges  in  the  exiating  laws  are 
necessary  to  make  Uiem  conform  to  the  proposed  measure,  and 

most  of  the  sections  of  the  bill  are  of  that  nature. 

The  salient  and  most  important  features  of  the  bill  are  as  fol- 
lows: 

1st.  The  abolition  of  the  oflfiee  of  local  assessor  (except  in 
cities  where  it  exists  by  virtue  of  special  law  or  charter)  and  the 
sobstitntion.  in  ib  place  of  the  office  of  a  county  assessor  in  each 
county.  These  6ounty  assessors  in  the  first  instance  are  to  be  ap- 
pointed by  the  county  boards  of  the  respective  counties  at  their 
regular  meeting  in  July,  1913,  and  hold  their  office  until  the  gen- 
eral election  in  1918,  when,  and  every  four  years  thereafter,  such 
assessors  are  to  be  elected  by  popular  vote  the  same  as  other  county 
officers  are  elected.  But  cities  which  retain  a  city  assessor  under 
their  charters  cumot  partidpate  in  the  election  of  a  eomrty  as- 
sessor. 

2nd.  Such  county  assessor  must  be  a  resident  of  the  county, 
and  must  give  a  bond  for  the  faithful  discharge  of  his.  duties. 

3rd.  Where  necessary,  and  under  proper  restrictions,  the  coun- 
ty assessor  with  the  consent  of  the  tax  commismon  can  appoint 
d€^uties  to  assist  him,  not  exceeding  one  deputy  for  each  5,000  of 

the  population  of  the  county  excluding  the  cities  aforesaid.  All 
assessors  and  deputies  are  to  be  under  the  direction  and  supervision 
of  the  tax  commission. 

4th.  The  assessor  must  devote  his  entire  time  to  the  gathering 
of  information  and  data  for  and  to  the  making  of  his  assessment. 
He  cannot  hold  any  other  office  nor  engage  in  any  otket  bnsiness.^ 

5th.  He  is  to  receive  a  reasonable  salary  wliich  is  based  both 
upon  the  population  and  upon  the  area  of  the  county.  It  may  be 
said  generally  that  such  sidary  will  be  a  little  less  than  the  present 
salary  of  the  county  auditor  or  county  treasurer.  The  compensa- 
tion of  deputies  is  to  be  determined  by  the  county  board. 

Such  are  the  most  important  provisions  of  the  bill.  It  is  be- 
lieved that  such  an  assessor,  secure  iu  a  long  official  term  with  s 

reasonable  salary,  being  free  from  local  influences  and  not  intimate- 
ly connected  or  associated  with  the  persons  whose  property  he 
to  assess^  will  be  able  to  make  a  fairer  and  hetter  assessment  for 
each  town  and  for  the  county  as  a  whole  than  Can  be  made  under 
the  existing  system.   Devoting  his  entire  time  to  the  work  of  his 
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office  he  will  be  constantly  gathering  the  facts  and  data  upon  which 
to  base  his  assessment,  and  will  familiarize  himself  with  the  prop* 
erlgr,  real  and  personal,  of  his  county  and  vntii  the  values  thereof. 
Real  estate,  farms,  and  city  lots  can  be  mapped  and  platted;  the 
character  of  the  soil  and  the  nature  of  the  improvements  fairly 
ascertained,  and  valuations  made  approximating  accoracy.  Tan- 
gible personalty  can  be  similarly  inventoried  and  classified.  With 
a  few  years'  experience  such  an  assessor,  if  a  man  of  ordinary  in- 
telligence, will  become  an  expert  in  valuations,  and  every  taxpayer 
will  have  the  satisfaction  of  knowing  that  his  property  as  well  as 
that  of  his  neighbors  is  assessed  according  to  its  merits,  and  not 
as  a  matter  of  favoritism  or  mere  guess  work. 

As  before  stated,  the  object  of  the  proposed  bill  is  not  to  secure 
a  higher  or  lower  assessment,  but  a  fair  and  uniform  assessment. 

The  important  thing  is  that  all  taxable  property  be  put  upon  the 
tax  list ;  that  it  all  be  measured  by  the  same  yardstick  and  valued 
upon  the  same  basis  so  that  one  man's  property  shall  not  be  over- 
valued  and  another's  undervalued;  that  he  who  has  been  paying 
too  much  tax  shall  pay  less,  and  he  who  has  been  paying  too  little 
shall  pay  his  full  share.  . 

Objectioiis  to  the  Oomity  Assessor  Bill 

Tliere  are  several  objeetions  urged  against  the  county  assessor 
bill  which  deserve  careful  consideration.  One  is  that  the  town 
assessor  being  a  resident  of  the  town  is  presumably  familiar  with 
the  taxable  property  therein  and  therefore  could  assess  it  better 
than  a  noh-re»d^t.  This  objection,  however,  is  overcome  by  tiie 
fact  that  the  proposed  county  assessor  is  required  by  law  to  devote 
all  of  his  time  the  year  round  to  the  duties  of  his  office,  and  to 
acquiring  the  same  information  not  only  in  that  town  but  in  all  the 
towns  of  the  comity.  This  will  enable  him,  by  comparing  one  town 
with  the  others,  to  make  the  county  assessment  more  even  and 
uniform  so  that  in  a  short  time  he  would  become  more  familiar 
with  the  property  in  each  town  than  the  local  assessor  could  possi- 
bly be.  Giving  to  this  objection  all  the  tforce  claimed  for  it,  the 
fact  remains  that  the  county  assessor  will  be  much  better  equipped 
for  the  valuation  of  the  property  in  each  town  than  the  local  as- 
sessor can  be,  while  the  influences  and  conditions  which  inevitably 
etitbarrass  the  local  aseessor,  warp  his  judgment,  and  lead  to  favor- 
itism and  unfairness  cannot  to  any  appreciable  extent  affect  the 
county  assessor.   Moreover,  the  county  assessor  will  be  under  the 
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sapervision  of  the  state  tax  commission,  a  body  having  the  power 
-  to  correct  his  errors,  and  in  case  of  willful  misfeasance  to  remove 
him  from  office  with  the  consent  of  the  governor  of  the  state  and 
after  a  fair  hearing.  Such  supervision  will  strengthen  him  in  the 
performance  of  his  duties,  and  he  will  be  more  independent  of  local 
influences  and  in  a  better  position  to  make  a  fair  and  uniform 
assessment. 

Another  objection  to  the  proposed  bill  is  that  it  interferes  with 
the  principle  of  home  rule  in  the  town.  Whatever  merit  Uiere  may- 
be in  this  objection  loses  its  force  by  the  fact  that  under  the  pro- 
posed bill  the  town  board  of  review  will  remain  substantially  un- 
changed in  its  powers  and  duties.  While  in  many  cases  these  boards 
of  review  have  been  of  little  efficiency  in  the  past  they  will  still 
remain  with  full  authority  to  review  and  correct  the  assessment  for 
the  town  as  returned  by  the  county  assessor  and  protect  the  tax- 
payers of  the  town  from  any  unfair  assessment,  thus  preserving 
intact  the  home  rule  principle.  It  is  also  believed  l^at  the  exist- 
ence of  a  county  assessor  will  act  as  a  stimulant  to  these  boards 
to  do  their  work  with  greater  care  and  thoroughness. 

Another  objection  to  the  bill  is  ihat  it  creates  a  new  office  and 
win  result  in  increased  expense  to  the  county.  It  is  true  that  it  ^ 
creates  some  86  new  offices,  and  also  that  it  abolishes  some  2,300 
of  existing  offices.  Whether  it  will  result  in  increased  expense  to 
the  counties  is  problematical.  In  some  counties  it  may  do  so,  and 
in  others  it  may  not.  In  any  event  the  increase,  if  it  results  at  all, 
will  not  be  very  large.  If  the  town  assessors  were  being  paid  a 
fair  compensation  at  the  present  time  it  is  believed  that  the  county 
assessor  would  not  cost  any  more  than  tiie  local  assessors  would 
cost.  ^ 

At  all  events  the  benefits  which  would  result  from  a  fairer  and 
more  uniform  assessment  would  far  outweigh  the  increased  cost 
thereof,  if  such  there  should  be. 

In  order  that  taxation  may  be  fair  as  between  the  individual 
taxpayers  of  the  state  it  is  essential  that  the  assessments  of  their 
property  should  be  relatively  equal.  If  the  asses^ents  are  un- 
fair, the  taxes  based  upon  such  asseasments  are  inevitably  unequaL 
You  cannot  erect  a  substantial  and  permanent  superstructure  upon 
a    wobbly"  foundation. 

While  it  is  not  claimed  that  the  county  assessorship  system 
would  in  all  eases  produce  an  absolutely  perfect  assessment,  it  is 
believed  that  it  would  greatly  tend  to  that  desirable  result.  It  cer- 
tainly is  an  attempt  to  better  present  conditions,  and  while  in  this 
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state  it  may  be  something  of  an  experiment,  we  must  remember 
that  all  progress  must  in  the  beginning  be  experimental — that  no 
one  can  move  forward  if  he  doggedly  insists  upon  remaining  im- 
movable. 


The  Inhei^tance  Tax 

In  addition  to  the  general  property  tax,  the  gross  earnings  tax, 
the  mortgage  registry  tax,  and  the  three  mill  tax  on  money  and 
credits,  which  have  been  already  covered  in  these  articles,  the  state 
imposes  certain  other  special  taxes  deserving  of  mention,  such  as 
the  inheritance  tax,  the  toimage  tax  on  vessels  plying  on  interna- 
tional waters,  the  bushel  tax  on  grain,  and  the  liquor  license  tax. 

The  most  important  of  these  is  the  inheritance  tax.  Although 
not  in  general  use  in  this  country  until  comparatively  recent  times 
the  inheritance  tax  is  not  a  new  invention.  It  was  employed  by 
the  Romans  as  a  part  of  their  fiscal  system  before  the  dawn  of  the 
Christian  era  and  there  is  evidence  that  the  Egyptians  made  use  of 
it  even  earlier  than  the  Romans.  In  many  European  countries  it 
has  been  in  successful  operation  for  centuries. 

From  an  economic  standpoint  no  tax  has  more  to  commend  it 
and  none  is  easier  to  defend.  A&  has  been  weU  said:  ''This  method 
of  increasing  the  public  revenue  is  wise,  simple  and  effective — ^wise 
because  it  does  not  touch  private  property  during  the  life  of  the 
OM^ner  and  thus  places  no  burden  upon  business  activity;  simple 
.  because  the  tax  is  easily  ascertained  and  collected  while  estates 
are  being  administered  in  the  probate  court;  effective  because  by 
the  application- of  progressive  rates,  it  adds  no  burden  to  the  poor 
but  permits  those  who  have  much  to  contribute  to  the  government 
somewhat  in  proportion  to  their  ability  to.  pay.  It  invades  nb  nat- 
ural rights.  It  violates  no  maxim  of  the  law.  It  overleaps  no  con- 
stitutional  barriers.  It  is  neither  revolutionary  nor  socialistic,  but 
is,  on  the  contrary,  a  measure  of  practical  wisdom  and  social  jus- 
tice»  and  has  been  truly  styled  an  'institution  of  demoerai^.'  " 

In  this  state  six  different  legislatures  have  stamped  the  inherit- 
ance tax  with  their  approval.  The  first  inheritance  tax  law,  en- 
acted in  1885,  was  declared  unconstitutional  by  the  supreme  court, 
as  were  similar  laws  passed  in  1897,  1901  and  1902.  The  fifth  at- 
tempt of  the  legislature  to  tax  inheritances,  chapter  288,  Laws  of 
1905,  was  successful,  being  sustained  by  the  supr^e  eourt  in  a 
test  case. 
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The  present  law  imposes  a  tax  upon  inheritano^,  devises,  be- 
quests, legacies,  and  gifts  of  every  kind.  It  is  in  fact  a  tax  on  the 

right  to  receive  property,  or  any  interest  therein,  or  income  there- 
from in  trust  or  otherwise. 

Liberal  exemptions  from  the  tax^are  allowed  to  husband  or  mfe 
or  children  of  the  decedent,  the  amonnt  under  the  present  law  be- 
ing  $10,000.  Parents  receive  an  exemption  of  $3,000,  and  brothers 
and  sisters,  $1,000.  Certain  smaller  exemptions  are  allowed  more 
distant  relatives.  '  ^ 

The  rate  is  imposed  on  the  amount  in  excess  of  the  exemption 
and  is  a  graduated  one,  increasing  as  the  amount  or  value  of  the 
bequest  increases.  For  instance,  in  the  case  o£  a  wife  or  child,  if 
the  value  of  the  property  exeeeds  $10,000  bnt  does  not  exceed  $15,- 
000,  a  tax  of  1  per  cent  would  be  imposed  on  the  amount  in  excess 
of  the  exemption.  Upon  all  in  excess  of  $15,000  and  imder  $30,000 
the  rate  is  IVo  per  cent;  from  $30,000  to  $50,000,  2  per  cent;  on 
sums  over  $50,000^  2^  per  cent,  md  on  all  sums  over  $100,000  the 
rate  is  3  per  cent. 

In  the  case  of  a  husband,  or  parents  of  the  decedent,  the  rate 
starts  at  1^  per  cent  and  increases  to  4^  per  cent;  for  brothers  and 
sisters  and  certain  relatives  the  rate  begins  at  3  per  cent  and  in* 
creases  to  9  per  cent ;  for  certain  other  relatives  it  begins  at  4  per 
cent  and  increases  to  12  per  cent ;  and  for  strangers  it  ranges  from 
5  to  15  per  cent. 

In  the  earlier  years  of  ihe  tax  on  inheritanees  the  ^tire  revenue 
received  from  this  source  was  retained  by  the  state.    Under  an 
amendment  adopted  in  1911  the  county  in  which  the  decedent  re-, 
sided  now  receives  10  per  cent  of  the  tax. 

The  rev^ne  received  from  this  sonree  for  the  fiscal  year  end- 
ing July  31,  1912,  amounted  to  $678,513.  The  total  receipts  since 
the  enactment  of  the  law  to  date  exceeds  $2,280^000. 

Railroad  Taxes 

Investigation  by  the  Tax  Commission  Shows  that  Railroads  Are  Not  Taxed 
as  High  as  Other  Prooertyi 

In  each  of  the  two  biennial  reports  which  have  been  issued  by 
the  state  tax  commission  attention  is  called  to  the  faet  that  rail- 
road property  in  this  state  is  not  taxed  as  high  as  other  property. 

The  railroads  at  the  present  time,  in  lieu  of  all  other  taxes,  pay 
into  the  state  treasury  annually  4  per  eent  of  their  gross  earnings 

iThe  figures  in  tliis  article  were  based  on  estimated  assessed  valuation, 
which  proved  to  be  lower  than  the  assessed  valuation  later  established. 
On  this  account  these  figures  are  somewhat  lower  than  those  appearing  in 
eliapter  XIV. 
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in  Hm  state.  Under  a  wise  provision  of  our  constitution  this  tax 
cannot  be  diminished  or  increased  without  the  approval  of  the 
voters  of  the  state. 

Having  become  convinced  that  the  tax  was  too  low  the  legis- 
lature at  its  last  semion  passed  an  act  submitting  the  question  of 
increasing  the  tax  from  4  per  cent  to  5  per  cent  to  the  voters  of 
the  state  to  be  voted  upon  at  the  election,  November  5th,  1912. 

The  tax  €»>]]amtttgion  believes  l^at  tJie  railroads,  like  all  other 
taxpayers,  are  entitled  to  fair  treatment — no  more  and  no  less,  and 
that  these  taxes  should  not  be  increased  unless  the  facts  fully  war- 
rant it.  In  order  therefore  to  make  assurance  doubly  sore  the 
eommissioxi,  with  the  able  assistance  of  Prof.  £.  V.  Robinson  of  the 
department  of  economics  of  the  State  University,  has  just  com- 
pleted another  investigation  of  the  whole  matter  and  finds  as  a 
result  that  the  proposed  increase  is  more  than  justified  by  the  facta. 

Four  pet  cent  of  the  gross  eaniin^  of  railroads  in  Minnesota 
in  1911  (the  last  year  for  which  complete  reports  are  at  hand) 
amounted  to  $3,670,760.25.  The  investigation  by  the  tax  commis- 
sion shows  that  if  all  roads  were  assessed  and  taxed  the  same  as 
otlier  property  they  would  be  required  to  pay  $5,011,267.12,  or  $1,- 
340,506.87  more  than  4  per  cent  of  their  gross  earnings.  In  order 
to  obtain  this  amount  on  the  gross  earnings  basis  it  would  be  neces- 
sary to  raise  the  rate  from  4  to  5.46  per  cent 

The  foregoing  figures  are  based  upon  the  state's  valuation  of 
the  railroad  property  with  additions  to  date. 

If  the  valuation  allowed  by  the  court  in  the  rate  cases,  which 
was  considerably  higher  than  the  state's  appraisal^  should  be  ac- 
cepted as  cwrect,  the  tax  assessed  against  the  roads,  on  tiie  same 
bans  as  other  property  would  be  $5,430,964.18;  and  the  rate  of 
gross  earnings  tax  necessary  to  bring  that  amount  into  the  state 
treasury  would  be  5.92  per  cent. 

If  the  valuation  which  the  companies  have  tiiemselves  placed 
upon  their  property,  which  is  still  higher,  should  be  taken  as  the 
basis  of  taxation,  the  rate  of  tax  on  gross  earnings  would  greatly 
exceed  any  of  the  above  figures. 

It  is  clearly  evident  from  these  figures  that  the  proposed  in- 
erease  from  4  per  cent  to  5  per  cent  is  fully  justified. 

Under  our  constitution  a  failure  to  vote  on  the  proposition  is 
the  49ame  as  a  vote  against  it 

Conclusion 

With  this  issue  the  series  of  articles  upon  taxation  which  the 
tax  commisaioii  has  been  publishing  in  tins  journal  for  the  past 
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ten  months  will  be  discontinued  for  the  present.  The  commission 
has  been  deeply  impressed  with  the  faet  that  notwithstanding  the 
widespread  complaints  of  the  unfairness  and  injustice  of  the  ex- 
isting methods  of  taxation,  comparatively  few  taxpayers  have  taken 
the  trouble  to  familiarize  themselves  with  the  details  of  those  me^- 
ods,  and  fewer  still  have  devoted  much  thought  or  study  as  to  how 
those  methods  may  be  best  improved. 

The  articles  have  been  prepared  and  published  in  the  hope 
that,  brief  as  they  neeessarily  are,  they  would  to  some  exteat 
familiarize  the  public  with  the  details  of  the  existing  system  and 
thereby  stimulate  that  discussion  and  consideration  which  must 
always  precede  any  legislation  tending  to  a  reform  or  improvement 
of  the  qrstem.  They  have  been  mainly  devoted  to  the  general  prop* 
erty  tax  which  comes  nearest  to  and  directly  affects  all  of  the 
people,  and  which  is  based  upon  the  assessed  valuation  of  all  prop- 
erty owned  by  each  individuaL  * 

The  amount  of  taxes  collected  does  not  depend  upon  the  amount 
of  the  assessment  of  property,  nor  upon  the  rate  of  taxation.  Taxes  • 
are  high  when  and  where  the  expenditure  for  public  purposes  is 
large ;  they  are  low  when  such  expenditure  is  small.  Assessment 
and  rate  are  merely  the  means  of  raising  the  money  to  be  expended, 
and  of  determining  how  much  each  individual  shall  contribute  for 
ikat  purpose.  But  an  equality  of  taxation  as  between  the  individual 
taxpayers  depends  entirely  upon  the  fairness  of  the  assessment. 
The  only  remedy  for  high  taxation  is  a  reduction  in  public  ex- 
penditures ;  the  remedy  for  unfair  taxation  is  a  fair  and  equitable 
assessment. 

The  commission  acknowledges  its  indebtedness  to  the  news- 
papers of  the  state  for  their  cordial  and  unselfish  assistance  in  the 
publication  of  these  articles.  Although  their  publication  has  not  ' 
be6n  productive  of  as  much  criticism,  suggestion,  and  discussion 
as  was  expected  the  commission  feels  that  some  public  good  has 
been  aeeomplished.  Whatever  of  good  there  may  be,  it  is  largely 
to  the  press  6t  the  state  that  the  credit  is  due.  "Without  the  least 
compensation  and  with  some  inconvenience  to  themselves  these 
newspapers  have  given  their  space  liberally  to  the  work  of  enlight- 
ening their  readers  upon  the  perplexing  and  little  understood  sys- 
tem of  taxation  in  Minnesota. 

The  commission  will  publish  the  entire  series  in  pamphlet  form 
for  free  general  circulation,  and  will  be  pleased  to  distribule  them 

to  those  who  by  letter  or  in  person  may  so  request. 
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